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The following releases relate to self-regulatory 
organization rule proposals and/or adoptions. 


34-16706 
34-16707 
34-16708 


34-16709 
34-16711 
34-16712 


34-16719 
34-16721 
34-16722 
33-6202 Adoption of amendments to Form S- 
8 and to Form 11-K to make 
disclosure and updating features 
utilizing filings made under the 
Securities Exchange Act available 
to issuers with certain types of em- 
ployee plans. 

33-6203 Adoption of amendments to Rule 
12b-25 and related Form 12b-25 
which will eliminate the present ex- 
tension application procedure and, 
in lieu thereof, institute a system 
requiring notification of a 
registrant's inability to file timely all 
or any portion of an annual report. 
33-6204 Extension of comment period, for 15 
days, on four related releases re 
proposed new FormS-15 revisions to 
Form 10-K and financial statement 
requirements. [File No. S7-816, 
817—Comment Period Expires 
April 30, 1980; S7-818, 819—Com- 
ment Period Expires May 15, 1980]. 
33-6205 Proposal for public comment of re- 
vised procedures for processing 
post-effective amendments. [File 
No. S7-829—Comment Period Ex- 
pires June 2, 1980]. 
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34-16730 Proposal for public comment of 
amendments which would require 
persons filing applications for ex- 
tension, suspension, or termination 
of unlisted trading privileges to 
certify that notice of such applica- 
tions has been given to certain per- 
sons. [File No. S7-828—Comment 
Period Expires May 1, 1980]. 





OPINIONS 





34-16705 COOK & CO., INC. 

Where member firm of registered 
securities association and its presi- 
dent and vice president concealed 
from the seller the fact that the firm 
was seeking to purchase certain 
hard-to-obtain bonds because of the 
seller's known animosity to presi- 
dent, held, association's finding that 
applicants violated antifraud pro- 
visions of the Securities Exchange 
Act, and its assessment of sanctions 
and costs, set aside, since no ma- 
terial fraud was practiced on the 
seller. Personal prejudice is not 
within the protective net of the anti- 
fraud provisions. 


POTOMAC INVESTMENT 

ADVISORS, LTD. 
Where registered investment ad- 
viser and its president misappro- 
priated clients’ funds and, together 
with firm's vice president, failed to 
comply with recordkeeping require- 
ments, held, in public interest to re- 
voke registrant’s investment adviser 
registration and bar president and 
vice president from association with 
any investment adviser, with the 
proviso that, after six months, vice 
president could apply for permission 
to become so associated in a non- 
supervisory capacity, upon an ap- 
propriate showing of adequate 
supervision. 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 6202/April 2, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16717/April 2, 1980 


AMENDMENT TO REGISTRATION STATEMENT 
FORM S-8 AND ANNUAL REPORT FORM 11-K 


ACTION: Final rules. 


SUMMARY: The Commission announces the 
adoption of amendments to Form S-8, the form for 
registration of securities to be offered to employees 
pursuant to certain plans, and to Form 11-K, the 
form for annual reports of employee stock purchase, 
savings and similar plans. The purpose of the 
amendments is to make disclosure and updating 
features utilizing filings made under the Securities 
Exchange Act of 1934 available to issuers with 
certain types of employee plans. 


EFFECTIVE DATE: June 1, 1980. 


FOR FURTHER INFORMATION CONTACT: William E. 
Toomey, Office of the Chief Counsel, Division of 
Corporation Finance, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549 (202-272-2573). 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced 
certain amendments to Form S-8 (17 CFR 239.16b), 
the form for registration under the Securities Act of 
1933 (“Securities Act”) [15 U.S.C. 77a et seq.] of 
securities to be offered to employees pursuant to 
certain plans, andto Form 11-K(17 CFR 249.31), the 
form for annual reports of employee stock purchase, 
savings and similar plans pursuant to Section 15(d) 
of the Securities Exchange Act of 1934 (“Exchange 
Act”) [15 U.S.C. 78a et seq. (1976 and Supp. | 
1977)]. The amendments will make the disclosure 
and up-dating features of Form S-16 (17 CFR 
239.27) available to many issuers using FormS-8. In 
particular it will allow updating generally to be 
accomplished by means of periodic reports, suchas 
Forms 10-K, 11-K, 8-K and 10-Q made under the 
Securities Exchange Act of 1934, thereby 
eliminating the necessity, in many situations, of 
filing a post-effective amendment. The proposed 
changes are being made in furtherance of the 

Commission’s efforts to reduce or eliminate 
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unnecessary or duplicative disclosure without 
reducing the quality of information available to plan 
participants and others. 


GENERAL BACKGROUND 


On November 19, 1979 the Commission issued a 
release requesting public comments on proposed 
amendments to Form S-8 and proposed related 
rules under the Securities Act of 1933.' That release 
requested comments on three distinct subjects: (1) 
form amendments and new rules to provide a means 
whereby all filings on Form S-8 would become 
effective automatically without affirmative action on 
the part of the Commission or its staff; (2) proposals 
to allow issuers with employee benefit plans to utilize 
disclosure techniques comparable to those 
available with respect to Form S-16; and (3) a 
request for comments on the feasibility of 
incorporating one or more Employee Retirement 
Income Security Act (“ERISA”) filings to register or 
update registration statements covering securities 
issued under ERISA qualified employee benefit 
plans. The proposals concerning automatic 
effectiveness were adopted by the Commission on 
February 22, 1980.2 At that time the Commission 
announced that amendments to Form S-8 to permit 
updating through the use of Exchange Act reports 
would shortly follow and that additional study would 
be needed to determine how the duplication with 
ERISA filings might be eliminated. The amendments 
adopted today provide, in large measure, a means 
whereby the Form S-16 format and up-dating 
procedures will be available to many users of Form 
S-8. These changes complete the efforts to update 
Form S-8 filings through the use of Exchange Act 
reports. 


Sixty-one commentators addressed various aspects 
of the general subject of utilizing Exchange Act 
reports to up-date Securities Act registration forms 
for employee benefit plans. While a number of 
various approaches to the problem were suggested, 
there was overwhelming agreement that some 
method of using Exchange Act reports to solve the 
updating problem should be implemented as soon 
as possible. 





‘Securities Act of 1933 Release No. 6151 
(November 19, 1979) [44 FR 67671]. 


*Securities Act of 1933 Release No. 6190 (February 
22, 1980) [45 FR 13438]. 


Volume 19, No. 15, April 15, 1980 


EFFECTIVE DATE 


To prevent these amendments from constituting a 
burden on those registrants who have already 
commenced the preparation of their Form S-8 filings 
in accordance with existing requirements or on other 
registrants for whom the changes would otherwise 
be onerous if made at this time, the effective date of 
the amendments has been deferred until June 1, 
1980. While the amendments will not be effective 
until such date, in view of the cost and other savings 
the amended form may provide to certain registrants 
the Commission will accept filings on the new form 
beginning immediately for those wishing to utilize it. 
It should be noted that the first filing on Form S-8 
(pre-effective or post-effective) which complies with 
the amended form, whether done so voluntarily prior 
to June 1, 1980 or as required on or after June 1, 
1980, commences the integrated disclosure 
process whereby all Exchange Act filings made 
thereafter (pursuant to Sections 13, 14 and 15(d)) 
by an issuer (and a plan) are incorporated into and 
up-date the associated Form S-8. For example, if 
registrant A, a calendar year company, files a post- 
effective amendment on Form S-8 on April 30 which 
complies withthe Form S-8 requirements as in effect 
prior to June 1, Exchange Act filings made 
subsequent thereto, but prior to any future post- 
effective amendment filed after June 1, will not 
constitute part of that Form S-8. A post-effective 
amendment or a new filing on Form S-8 made on July 
15, however, would result in the next Form 10-Q of 
the issuer being incorporated into the Form S-8. 


DISCUSSION OF THE AMENDMENTS 
Outline—Previous Form 


The following table presents, in outline form, the 
Form S-8 as it existed until amended by this release 
and the changes (if any) made in each item or part 
thereof. 


Item and Status 
General Instructions—Revised 
Information Required in the Prospectus 


Item 1. General Information Regarding the Plan— 
Revised 


Item 2. Securities to be Offered and Employees Who 
May Participate in the Plan—Unchanged 


Item 3. Purchase of Securities Offered—Revised 
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Item 4. Payment for Securities Offered—Unchanged 
Item 5. Contributions Under the Plan—Revised 


Item 6. Withdrawal from the Plan—Assignment of 
Interest—Unchanged 


Item 7. Defaults Under the Plan—Unchanged 
Item 8. Administration of the Plan—Revised 
Item 9. Investment of Funds—Revised 


Item 10. Charges and Deductions and Liens 
Therefor—Unchanged 


Item 11. Financial Statements of the Plan—Deleted 


Item 12. Capital Stock to be Registered— 
Renumbered and Revised 


Item 13. Other Securities to be Registered— 
Renumbered and Revised 


Item 14. Summary of Operations of the Issuer— 
Deleted 


Item 15. Market Prices of the Issuer’s Securities and 
Dividend Policy—Deleted 


Item 16. Description of Certain Significant 
Developments in the Last Three Years—Deleted 


Item 17. Financial Statement of the Issuer—Deleted 


Item 18. The Issuer’s Business and Management— 
Deleted 


Item 19. Parents of Registrant—Deleted 


Part Il. Information Not Required In Prospectus 
Undertakings—Revised 


Signatures— Unchanged 

Instructions As To Exhibits—Revised 
Outline—New Form 

The following is an outline of the new Form S-8: 


General Instructions 


Part |. Information Required In The Prospectus 
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Item 1. General Information Regarding the Plan 


Item 2. Securities to be Offered and Employees Who ® a 


May Participate in the Plan 

Item 3. Purchase of Securities Pursuant to the Plan 
Item 4. Payment for Securities Offered 

Item 5. Contributions Under the Plan 


Item 6. Withdrawal From the Plan—Assignment of 
Interest 


Item 7. Defaults Under the Plan 
Item 8. Administration of the Plan 
Item 9. Investment of Funds 


Item 10. Charges and Deductions and Liens 
Therefor 


Item 11. Securities to be Registered 


Item 12. Incorporation of Certain Documents by 
Reference 


Item 13. Additional Information 


Part Il. Undertakings and Other Information Not 
Required In Prospectus 


Signatures 
Instructions As To Exhibits 


Discussion of Items Which are Deleted from 
Previous Form S-8. 


Former Item 11, “Financial Statements of Plan,” has 
been deleted. In general, Form S-8 has been used to 
register stock option, stock purchase and certain 
employee benefit plans. Typically only employee 
benefit plans, such as pension, profit sharing or 
other retirement plans are separate entities with 
separate financial statements. The revised form 
contemplates that the financial statements for such 
entities will appear in an Exchange Act report filed 
with the Commission or in the issuer's annual report 
to shareholders, will be expressly incorporated by 
reference into the amended Form S-8 (New Item 
12(a)), and will be made available to any plan 
participant, without cost, upon written request 
(Revised Item A(1) of Part || of amended Form S-8). 
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Former Items 14, 15, 17 and 18, “Summary of 
perations of the Issuer,” “Market Prices of the 
suer’s Securities and Dividend Policy,” “Financial 

Statements of the Issuer,” and “The Issuer's 

Business and Management,” have all been deleted 

because they are in the issuer's annual report to 

shareholders which is supplied to plan participants 
and are also included for the most part in the issuer’s 
annual report on Form 10-K filed with the 


Commission which is incorporated by reference.? 


Former Items 16 and 19, “Description of Certain 
Significant Developments in the Last Three Years” 
and “Parents of the Registrant,” have been deleted, 
but the substance of the disclosure required by 
these items is contained in the issuer’s annual report 
to shareholders or in the issuer’s Form 10-K. 


Discussion of Items in 
New Form S-8 Which Are Revised 


From Previous Form S-8 or Are New. 


Instruction A of the General Instruction has been 
revised to make it clear that a prerequisite to the use 
of Form S-8 is that the issuer, whether a registered 
company reporting under Section 13 of the 
xchange Act or a company reporting under Section 
5(d) of the Exchange Act, must supply its security 
holders with an annual report for its last fiscal year 
containing substantially the information required by 
Rule 14a-3 (17 CFR 240.14a-3) under the Exchange 
Act. This change is necessary because of the 
increased reliance the revised Form S-8 places on 
the disclosures contained in the annual report to 
security holders. Additionally, the instruction has 
also been amended to require plans with separate 
financial statements to have those financial 
statements and other plan annual report information 
on file at least concurrently with the filing of the 
registration statement or any _ post-effective 
amendment with respect thereto. This change is 
required since the new Form incorporates financial 
information from the Form 11-K annual report. 


Item 1(d) pertains to disclosure of the number of 
employees participating in the plan and of the 





3The Commission recently has proposed revisions to 

Form 10-K which, if adopted, would revise all of 

these items and would reduce present differences in 

the disclosure required in the annual report to 

shareholders and in the Form 10-K. (Securities Act 

| 7 1933 Release No. 6176 (January 15, 1980) [45 FR 
972]. 
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number eligible to participate. Unlike the former 
sub-item, revised Item 1(d) provides a procedure 
under which this information need not be included 
in filings on Form S-8 made by the registrant. Under 
the proviso to Item 1(d), this information may be 
omitted if it is otherwise delivered, no less frequently 
than annually, to employees participating in the 
plan. 


Instruction 3 to Item 3, which imposes a 
requirement to provide a table of outstanding 
options, has been revised to indicate that the issuer 
may omit the table and thereby avoid the necessity 
to file post-effective amendments pursuant to 
Section 10(a)(3) of the Securities Act or otherwise to 
update the table if this information is contained 
either inthe issuer’s annual report to shareholders or 
proxy statement. Since the information called for in 
the table may or may not be considerably more 
extensive than that required in footnotes to financial 
statements or in proxy statements, it is believed that 
the choice as to where the information should be set 
forth should be left to the issuer. The issuer 
ordinarily would be in the best position to determine 
which form of presentation will involve the least 
duplication or expense. 


The requirements to provide a five year history ofthe 
employer's discretionary contributions previously 
contained in Item 5(a) and to provide a three year 
history and description of brokerage commissions 
paid by the plan previously contained in Item 9(d) 
and in related instructions have both been moved to 
become requirements in Form 11-K. Again, as is 
indicated in Forms 10-K and 11-K and in Rule 15d- 
21 [17 CFR 240.15d-21], issuers are encouraged to 
combine this information and other information 
required by Forms 10-K and 11-K with the issuer’s 
annual report to shareholders. It is anticipated that 
by moving these informational requirements to 
Form 11-K some issuers and plans will be relieved of 
the obligation to file updating post-effective 
amendments on an annual or other periodic basis. 
At the same time, however, information as to 
discretionary contributions and brokerage 
commissions will remain available to plan 
participants. 


Paragraph (c) of Item 8, requiring the disclosure of 
the annual amount of compensation to plan 
administrators, has been deleted because it 
duplicates a requirement in Form 11-K. 


New Item 11, “Securities to be Registered,” 
combines Items 12 and 13 of the previous Form S-8, 
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“Capita: Stock to be Registered” and “Other 
Securities to be Registered”. This new combined 
item also permits incorporation by reference of the 
description of any such security registered under 
Section 12 of the Exchange Act. 


New Items 12 and 13, “Incorporation of Certain 
Documents by Reference” and ‘Additional 
Information,” are based upon Items 7 and 8 of Form 
S-16 (17 CFR 239.27) and have as their purpose 
establishing the Form S-16 format in the Form S-8. 
The only changes from Form S-16 are such technical 
ones as were necessary to coordinate the items with 
Form S-8. 


A new subparagraph (3) has been added to subpart 
A of Part Il, “Undertakings and Other Information 
Not Required In Prospectus,” to provide an 
undertaking to deliver a Form 11-K or other 
document filed in lieu of a Form 11-K upon request. 
This undertaking is necessary to provide information 
to interested parties which would otherwise not be 
available to them, such as the financial statements 
of the plan, and is also necessary if certain 
disclosures, such as the financial statements of the 
plan, are to be up-dated by Exchange Act filings and 
not by post-effective amendments. It should be 
noted, however, that this requirement, in the case of 
new filings on Form S-8 registering interests in 
certain plans, will necessitate the filing of a Form 11- 
K at least concurrently with the Form S-8. To effect 
this result a new Instruction A(2) has been inserted 
limiting the use of the new form. 


The undertaking in Subpart B of Part II, now entitled 
“Undertaking to Update Annually,” has been 
expanded to reflect the anticipated updating of Form 
S-8 by Exchange Act annual reports rather than by 
post-effective amendments. The new undertaking 
deems annual reports (but not interim or other 
Exchange Act reports) filed with the Commission 
pursuant to Section 13 or 15(d) of the Exchange Act 
and used for up-dating purposes to constitute a new 
registration statement for statute of limitation 
purposes. This change is necessary to prevent the 
statute of limitations from tolling in situations where 
sales continue to be made under a prospectus 
updated by Exchange Act reports, an incongruous 
result. 


The “Instructions As to Exhibits” have been revised 
to delete the reference to copies of waivers or 





‘Securities Act of 1933 Release No. 6190 (February 
22, 1980) [45 FR 13438]. 
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undertakings required by Note (a) to Rule 460 (17 
CFR 230.460), which is now inappropriate as a resul 
of the automatic effectiveness of all filings on For 
S-8.4 


Discussion of Items Added to Form 11-K 


New Items 3 and 8, relating to a five year history of 
the employer's discretionary contributions and to 
information concerning brokerage commissions, 
have been added to Form 11-K. In moving these 
items from Form S-8, no substantive change is 
intended. 


Need for Post-Effective Amendments 


Although the Commission expects that the changes 
in Form S-8 will permit most stock purchase and 
stock option plans registering issuer's shares on 
Form S-8 to update their registration statements 
through Exchange Act filings, the Commission is 
aware that despite the simplifications of the form 
and the readjustment of items many employee 
pension and profit sharing plans will continue to 
require annual post-effective amendments because 
of the requirement in Item 9(a) to provide data to 
evaluate alternative investment media. The 
Commission invites suggestions from intereste 
parties as to howthis updating requirement might b 
avoided, while still providing this highly relevant 
information to plan participants. In this regard 
persons providing suggestions should be aware that 
the Commission believes that information as to the 
performance of investment media should be 
delivered to participants on a reasonably current 
basis at or within a short time prior tothe time when a 
participant makes a choice or election to change or 
continue the investment of his or her account. 
Informal suggestions as to appropriate alternative 
means of dissemination of performance data should 
be submitted in writing to the attention of the Chief of 
the Office of Disclosure Policy, Division of 
Corporation Finance, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. 


Certain Technical Amendments 


In the course of reorganizing Form S-8 to facilitate 
integration with Exchange Act reports and automatic 
updating, the Commission has adopted a number of 
technical amendments designed to clarify the form. 


Although the Commission does not believe that any 
of the technical amendments involve substantive 
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change, it does believe that the technical 
amendments dealing with the use of reoffer and 
resale prospectuses deserve mention. The notes 
relating to reoffer prospectuses following the 
General Instructions have been relocated to follow 
Instruction E, the instruction dealing with reoffers 
and resales. Additionally these notes have been 
expanded and revised in several respects. First, the 
administratively imposed requirement that shares 
may not be registered unless there is an intention to 
offer and sell has been added as a new Note 1. 
Second, Note 2 to Instruction E of the General 
Instructions has been amended to correct an 
existing error and to clarify some confusing 
language. The existing reference to Item 5 of FormS- 
16, “Use of Proceeds to Issuers,” is erroneous and 
has been corrected to refer to Item 4, “Securities to 
be Offered and Identity of Offeror(s).” Moreover, the 
language in the last sentence of the note has been 
revised to make it clear that ‘additional amounts of 
securities” refers only to those previously registered 


on this FormS-8. Third, the Commission's policies as 
to the inclusion of unregistered shares has been 
added to Note 3 (formerly Note 2). 

TEXT OF THE AMENDMENTS TO FORM S-8 


Chapter Il of Title 17 of the Code of Federal 
Regulations is amended as follows: 


PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


Section 239.16b is amended as follows: 
§239.16b Form S-8, for registration under the 
Securities Act of 1933 of securities to be offered to 


employees pursuant to certain plans. 


The entire form is amended to read as follows: 





FORM S-8 


REGISTRATION STATEMENT UNDER 
THE SECURITIES ACT OF 1933 


(State or other jurisdiction of 
incorporation or organization) 


(I.R.S. Employer 
Identification No.) 


Telephone number, including area code, of agent for service 


Proposed 
maximum 
offering 


Title of 
securities 
to be 
registered 


Amount 
to be 
registered 


price 


per share 


Proposed 
maximum 
aggregate 
offering 
price 


Amount of 
registration 
fee 
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GENERAL INSTRUCTIONS 


A. Rule as to Use of Form S-8 


(1) Any issuer which at the time of filing a 
registration statement on this Form has been subject 
to the requirement to file reports pursuant to Section 
13 or 15(d) of the Securities Exchange Act of 1934 
for the prior 90 days, has filed all reports and other 
materials required to be filed by such requirements 
during the preceding 12 months (or for such shorter 
period that the registrant was required to file such 
reports and materials), and has furnished or will 
furnish an annual report to security holders for its 
last fiscal year containing substantially the 
information required by Rule 14a-3 [17 CFR 
240.14a-3] under the Securities Exchange Act of 
1934, may use this Form for registration under the 
Securities Act of 1933 (the “Act”) of the following 
securities: 


(a) Securities of such issuer to be offered to its 
employees, or to employees of: its subsidiaries or 
parents, pursuant to any employee benefit plan. 
(See General Instruction B defining “plan”). 


(b) Interests in the above plans, if such interests 
constitute securities and are required to be 
registered under the Act. [See Securities Act Release 
No. 6188 (February 1, 1980) and Section 3(a)(2) of 
the Act.] 


(2) Where interests in a plan are being registered 
and the plan’s latest annual report filed pursuant to 
Section 15(d) of the Securities Exchange Act is to be 
incorporated by reference pursuant to the 
requirements of Form S-8, the Plan shall either: (i) 
have been subject to the requirement to file reports 
pursuant to Section 15(d) for the prior 90 days and 
shall have filed all reports and other materials 
required to be filed by such requirements during the 
preceding 12 months (or for such shorter period that 
the plan was required to file such reports and 
materials) or, (ii), if the plan has not previously been 
subject to the reporting requirements of Section 
15(d), concurrently with the filing of the registration 
statement on Form S-8 the plan shall file an annual 
report in the form required under Section 15(d) for 
its latest fiscal year (or if the plan has not yet 
completed its first fiscal year, then for a period 
ending not more than 90 days prior to the filing date). 
[See instructions to Form 11-K and Rule 15d-21 (17 
CFR 240.15d-21)] 


B. Application of General Rules and Regulations. 
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Before undertaking the preparation of the 
registration statement, reference should be made to 
the General Rules and Regulations under the Act, 
particularly Regulation C [17 CFR 230.400-494]. 
Regulation C contains general requirements 
regarding the preparation and filing of the 
registration statements. The definitions contained in 
Rule 405 [17 CFR 230.405] of Regulation C should 
be especially noted. For purposes of this Form the 
term “employee” is defined as any director, trustee, 
officer or other employee. The term “issuer” as used 
in this Form means the person whose securities are 
to be offered pursuant to the plan. As used in General 
Instruction A to this Form, the term “plan” shall 
include any purchase, savings, option, bonus, 
appreciation, profit sharing, thrift, incentive, 
pension or similar plan. 


C. Documents Comprising the Registration 
Statement. 


The registration statement shall consist of the facing 
sheet of the Form, the prospectus, the required 
undertakings, signatures, consents of experts, 
exhibits and any other information or documents 
filed as part of the registration statement. There shall 
be no need to file copies of any documents 
incorporated by reference pursuant to Item 12 
hereunder. 


D. Preparation of Prospectus. 


The prospectus shall contain the information called 
for by all of the items of the Form, and negative 
answers to any items may be omitted. 


The information required should be presented in a 
clear, concise and understandable fashion. Avoid 
unnecessary and irrelevant details, repetition or the 
use of unnecessary technical language. 


E. Unavailability of the Form S-8 Prospectus for 
Reoffers or Resales. 


The Form S-8 prospectus will not be available for 
reoffers or resales of securities acquired pursuant to 
this registration statement by affiliates of the issuer, 
as defined in Rule 405 under the Act. However, such 
affiliates may reoffer or resell such securities 
pursuant to a separate prospectus, filed with the 
registration statement on this Form S-8, prepared in 
the following manner: 


(1) Such prospectus may be prepared in accordance 
with the requirements of Form S-16 if: 
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(a) The issuer, at the time of filing such prospectus, 
satisfies the conditions set forth in the Rule as to the 
Use of Form S-7; or 


(b) The amount of securities proposed to be 
reoffered or resold pursuant to the prospectus, by 
each person affiliated with the issuer, and any other 
persons with whom he is acting in concert for the 
purpose of selling securities of the issuer, does not 
exceed, during any three month period, the amount 
specified in Rule 144(e) (17 CFR 239.144(e)), 
calculated as of the date of filing such prospectus. 


(2) If subparagraph (1), above, does not permit the 
use of a prospectus on Form S-16, registered 
reoffers or resales must be made by means of a 
separate registration statement utilizing whichever 
form is applicable. 


NOTES: 


1. Each of the persons named as a selling 
shareholder in a prospectus used for reoffers or 
resales shall have an intent to make such offers and 
sales within not more than sixteen months following 
the effective date of the prospectus. If after the 
effective date a person acquires an intent to reoffer 
or resell and the issuer wishes to add such person to 
the list of selling shareholders the issuer may do so 
by filing a post-effective amendment. Selling 
shareholder letters required by Guide 43 shall be 
filed as an exhibit at the time a person is named as a 
selling shareholder in the prospectus. 


2. The information in a prospectus used for reoffers 
or resales shall be updated through an amended 
prospectus filed in accordance with Section 
10(a)(3) of the Act. The information responding to 
Item 4 of Form S-16 may be updated more 
frequently through the filing of a post-effective 
amendment, or through a supplement to the 
prospectus filed pursuant to Rule 424(c) [17 CFR 
230.424(c)] under the Act, to reflect new volume 
limitations and additional amounts of securities 
previously registered on this Form S-8 which are 
proposed to be reoffered. 


3. Registered securities may be included in a reoffer 
prospectus if they have been acquired by the selling 
security holder pursuant to the plan, or if it is 
reasonably expected that they will be so acquired 
within 16 months after the effective date of the 
prospectus. Unregistered securities issued 
pursuant to the plan prior to the effective date of the 
first registration statement covering securities 


Volume 19, No. 15, April 15, 1980 


issued by the plan may be included in a reoffer 
prospectus, if each of the following conditions has 
been met: 


(a) Such securities were issued in accordance with a 
lawful exemption from registration, and the issuer 
files as an exhibit a statement indicating the section 
of the Securities Act or Rule of the Commission 
under which exemption from registration was 
claimed, which statement shall set forth briefly the 
facts relied upon to make the exemption available. 


(b) The prospectus indicates the number of 
previously unregistered shares being reoffered and 
such number does not exceed ten percent of the 
total number of shares issuable under the plan. 


(c) All persons (including non-affiliates) holding 
unregistered shares to be reoffered pursuant to the 
prospectus are named as selling shareholders inthe 
prospectus; Provided, however, That any non- 
affiliate who holds less than the lesser of 400 shares 
or 1% of the shares issuable under the plan need not 
be named if the prospectus indicates that certain 
unnamed non-affiliates, each of whom may sell up to 
400 shares, may use the prospectus for reoffers and 
resales. 


4. The term “person” as used in General Instruction 
E shall be the same as is set forth in Rule 144(a)(2) 
under the Act. 


F. Filing and Effectiveness of Registration Statement; 
Requests for Confidential Treatment; Number of 
Copies. 


Original registration statements on this Form S-8 will 
become effective automatically on the twentieth day 
after the date of filing (Rule 456, 17 CFR 230.456), 
pursuant to the provisions of Section 8(a) of the Act 
(Rule 459, 17 CFR 230.459). Pre-effective 
amendments may be filed prior to effectiveness, and 
such amendments will be deemed to have been filed 
with the consent of the Commission (Rule 475a, 17 
CFR 230.475a). Accordingly, the filing of a pre- 
effective amendment will not commence a new 
twenty-day period. Post-effective amendments on 
this form shall become effective upon the date of 
filing (Rule 464, 17 CFR 230.464). Delaying 
amendments are not permitted in connection with 
either original filings or amendments (Rule 473(d), 
17 CFR 239.473(d)), and any attempt to interpose a 
delaying amendment of any kind will be ineffective. 
All filings made on or in connection with this form 
become public upon filing with the Commission. As 
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a result, requests for confidential treatment made 
under Rule 485 (17 CFR 230.485) must be 
processed with the Commission staff prior to the 
filing of the registration statement. The number of 
copies of the registration statement and of each 
amendment required by Rules 402 and 472 (17CFR 
230.402, 230.472) shall be filed with the 
Commission; Provided, however, That the number of 
additional copies referred to in Rule 402(a)(2) may 
be reduced from ten to two and the number of 
additional copies referred to in Rule 472(a) may be 
reduced from eight to two, each of which shall be 
marked to clearly and precisely indicate changes. 


Part |. INFORMATION REQUIRED 
PROSPECTUS 


IN| THE 


Item 1. General Information Regarding the Plan. 


(a) Give the title of the plan, the name, address of the 
principal executive office and phone number of the 
issuer whose securities are to be offered pursuant to 
the plan, and the name of each company whose 
employees are entitled to participate in the plan. 


Instruction. |f employees of all subsidiaries and 
parents of the issuer are entitled to participate inthe 
plan, a statement to that effect will suffice without 
naming each. However, if each such employer is not 
named in the prospectus, an exhibit should be filed 
naming them. 


(b) State the general purpose of the plan, when it was 
created, the parties thereto, the manner of its 
creation, its duration, and any provisions for its 
modification, earlier termination or extension. 


(c) Describe briefly any tax effects which may accrue 
to employees as a result of participation in the plan, 
the tax effects, if any, upon the issuer, and state 
whether or not the plan is qualified under Section 
401(a) of the Internal Revenue Code. 


NOTE: If the plan is not qualified under Section 401 
of the Internal Revenue Code of 1954, as amended, 
consideration should be given to the applicability of 
the Investment Company Act of 1940. See Securities 
Act Release No. 4790 (July 13, 1965). 


(d) State, as of the latest practicable date, the 
approximate number of employees participating in 
the plan and the number eligible to participate; 
Provided, however, That no response to this sub- 
item need be furnished if such information is 
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otherwise delivered to employees participating in 
the plan no less frequently than annually. 


(e) Briefly indicate whether the plan is subject to any 
provisions of the Employee Retirement Income 
Security Act of 1974 (“ERISA”), and identify those 
provisions to which it is subject. If the plan is subject 
to some but not all of the principal protective 
provisions of Titles | and IV of that Act, briefly 
describe the protective provisions not applicable 
and state whether such protections will be extended 
to participants of the subject plan by the registrant. 


(f) In situations in which participation in the plan 
may involve unusual risks to the participant, as, for 
example, when the plan imposes a substantial 
restriction on the ability of a participant to withdraw 
his contributions, or when participation in the plan 
may obligate the participant's general credit in 
connection with purchases on a margin basis, 
prominent disclosure of such risks should be set 
forth in the prospectus. 


Item 2. Securities to Be Offered and Employees Who 
May Participate in the Plan. 


(a) State the title and total amount of securities to be 
offered pursuant to the plan. Indicate the source of 
any limitation on the amount of securities to be 
offered. 


(b) Describe briefly any restrictions on resale of the 
securities purchased under the plan which may be 
imposed upon the employee purchaser. 


(c) Indicate each class or group of employees who 
may participate in the plan and state the basis upon 
which the eligibility of employees to participate 
therein is to be determined. 


(d) With respect to the plan, state either (1) the 
maximum and minimum amounts of securities 
which may be purchased by or issued to, or options 
which may be granted to, any director or executive 
officer, any other officer, and any employee, or (2) 
the basis for determining such amounts. 


Instruction. The term “executive officer’ means the 
president, secretary, treasurer, any vice president in 
charge of a principal business function (such as 
sales, administration or finance) and any other 
officer who performs similar policy-making 
functions for the registrant. 


Item 3. Purchase of Securities Pursuant to the Plan. 
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State the period of time within which employees may 
elect to participate in the plan, the price at whichthe 


@ecurites may be purchased or the basis upon 


which such price is to be determined. 


Instructions. 1. If the securities are to be offered 
pursuant to options, state when the options become 
exercisable, the exercise price, the basis for 
determining such price, whether and under what 
circumstances such price may be modified and by 
whom, the maximum amount which may be 
exercised in any year, whether such amounts are 
cumulative, and the period during which all options 
must be exercised. 


2. Indicate whether adjustment will be made for 
changes in the securities resulting from stock 
dividends, stock splits and similar changes. 


3. In case a number of options are outstanding 
having different prices and expiration dates, the 
options may be grouped by prices and dates. If this 
produces more than five separate groups, then there 
may be shown only the range of the expiration dates 
and the average purchase prices, i.e., the aggregate 
purchase price of all securities of the same class 
called for by all outstanding options to purchase 
securities of that class divided by the number of 
securities of such class so called for. 


4. Notwithstanding the provisions of the preceding 
instructions, if the information as to options, 
including the amounts outstanding, exercises, 
prices and expiration dates, is included in the 
issuer's annual report to shareholders containing 
the information required by Rule 14a-3 or in the 
issuer's proxy statement meeting the requirements 
of Section 14(a) of the Securities Exchange Act of 
1934 (or information statement meeting the 
requirements of Section 14(c) of the Securities 
Exchange Act of 1934) and rules promulgated 
thereunder,, which has or will be delivered to 
participants pursuant to an undertaking in Part II of 
this form, then such information may be 
incorporated by reference to the document where it 
appears. Issuers electing to incorporate information 
pursuant to the preceding sentence should be aware 
that the information required hereunder is more 
extensive than that otherwise called for in annual 
reports or proxy statements (or information 
statements) and that the information incorporated 
by reference must be updated no less frequently 
than is required by Section 10(a)(3) of the Securities 
Act of 1933. 
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Item 4. Payment for Securities Offered. 


(a) State when and the manner in which employees 
are to pay for the securities purchased pursuant to 
the plan. If payment is to be made by payroll 
deductions or other installment payments, state the 
percentage of wages or salaries or other basis for 
computing such payments, and the time and 
manner in which an employee may alter the amount 
of such deduction or payment. 


(b) State the nature and frequency of any reports to 
be made to participating employees as to the 
amount and status of their accounts. 


Instruction. |f the plan is one under which credit is 
extended to finance the acquisition of securities and 
Regulation G [12 CFR 207] or T [12 CFR 220] is 
applicable, it should be noted whether the 
respective requirements of Regulation G or T have 
been met. 


Item 5. Contributions Under the Plan. 


(a) If contributions are to be made under the plan by 
the issuer or any employer, state who is to make such 
contributions, when they are to be made and the 
nature and amount of each contribution. If such 
contributions are not a fixed amount, state the basis 
for computing contributions. 


(b) State the amount each employee is required or 
permitted to contribute or, if not a fixed amount, the 
percentage of wages or salaries or other basis of 
computing contributions. 


Item 6. Withdrawal from the Plan—Assignment of 
Interest. 


(a) Describe the terms and conditions under whicha 
participating employee may (1) withdraw from the 
plan and terminate his interest therein, or (2) 
withdraw funds or investments held for his account 
without terminating his interest in the plan. 


(b) State whether, and the terms and conditions 
upon which, the plan permits an employee to assign 
or hypothecate his interest in the plan. 

Item 7. Defaults Under the Plan. 

State separately every event of default under the 


plan with which a participating employee or 
employer may be charged and describe fully the 


SEC DOCKET/1065 





consequences thereof, including any forfeiture or 
penalty which may be thereby incurred. 


Item 8. Administration of the Plan. 


(a) Give the name and complete address of the 
persons who administer the plan and state the 
capacity in which they act (such as trustee or 
managers) and the functions which they perform. 
State the nature of any material relationship 
between the administrators and the employees, the 
issuer or its affiliates. 


(b) Describe the manner in whichthe administrators 
of the plan are selected, their term of office and the 
manner in which they may be removed from office. 


Item 9. Investment of Funds. 


(a) If participating employees may direct all or any 
part of the assets under the plan to two or more 
investment media, describe the provisions of the 
plan with respect thereto and set forth in tabular 
form, where appropriate, for each of the past five 
years (or such lesser period as each such 
investment medium has been available) financial 
data which, in the opinion of the issuer, will enable 
such employees to make informed investment 
decisions concerning such investment media. 


(b) If any person other than a participating employee 
has discretion with respect to the investment of all or 
any part of the assets of the plan in one or more 
investment media, name such person and describe 
the policies followed and to be followed with respect 
to the type and proportion of securities or other 
property in which the funds of the plan may be 
invested. 


(c) State whether assets are to be purchased under 
the plan in the open market or otherwise. li they are 
not to be purchased in the open market, then state 
from whom they are to be purchased and describe 
the fees, commissions or other charges paid. If the 
employer or any of its affiliates, or any person having 
a material relationship with the employer of any of its 
affiliates, directly or indirectly, receives any part of 
the aggregate purchase price (including fees, 
commissions or other charges), explain. 


(d) If a substantial part of the assets of the plan is 
invested in securities other than those of the 
employer, its parents or subsidiaries, describe how 
brokers will be selected to effect securities 
transactions for the plan and how evaluations will be 
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made of the overall reasonableness of brokerage 
commissions paid, including the factors considered 
in these determinations. 


Instructions to ltem 9(d). (i) Ifthe receipt of products 
or services other than brokerage or research 
services is such a factor, this description should 
specify them. 


(ii) If the receipt of research services is sucha factor 
in selecting brokers, this description should identify 
the nature of such research services. 


(iii) State whether persons acting on behalf of the 
plan are authorized to pay a broker a brokerage 
commission in excess of that which another broker 
might have charged for effecting the same 
transaction, in recognition of the value of (a) 
brokerage or (b) research services provided by the 
broker. 


(iv) If applicable, explain that research services 
furnished by brokers through whom the plan effects 
securities transactions may be used by the plan’s 
investment manager in servicing all of its accounts, 
and that not all such services may be used by such 
investment adviser in connection with the plan; or, if 
other policies or practices are applicable to the plan 


with respect to the allocation of research sevvices@™® * 


provided by brokers, explain such policies and 
practices. 


Item 10. Charges and Deductions and Liens 
Therefor. 


(a) Describe all charges and deductions, (other than 
deductions described in Item 4(a) and taxes) which 
may be made against employees participating inthe 
plan or against funds, securities or other property 
held under the plan and indicate who will receive, 
directly or indirectly, any part therefor. Such 
description should include charges and deductions 
which may be made upon the termination of an 
employee’s interest in the plan, or upon partial 
withdrawals from the employee’s account 
thereunder. 


(b) State whether or not under the plan, or pursuant 
to any contract in connection therewith, any person 
has or may create a lien on any funds, securities or 
other property held under the plan. If so, describe 
fully the circumstances under which the lien was or 
may be created. 


Item 11. Securities to be Registered. 


Volume 19, No. 15, April 15, 1980 





(a) If capital stock is to be registered hereunder, and 
such class of stock is already registered under 
Section 12 of the Securities Exchange Act of 1934, 
comply with Item 12(d). 


(b) If capital stock is to be registered hereunder, and 
such class of stock is not registered under Section 
12 of the Securities Exchange Act of 1934, state the 
title of the class and furnish the following 
information: 


(1) Outline briefly (i) dividend rights; (ii) voting 
rights; (iii) liquidation rights; (iv) pre-emptive rights; 
(v) conversion rights; (vi) redemption provisions; 
(vii) sinking fund provisions; and (viii) liability to 
further calls or to assessment by the issuer. 


(2) If the rights of holders of such stock may be 
modified otherwise than by a vote of a majority of the 
shares outstanding voting as a class, so state and 
explain briefly. 


(3) Outline briefly any restriction on the repurchase 
or redemption of shares by the issuer while there is 
any arrearage in the payment of dividends or sinking 
fund installments. If there is no such restriction, so 
state. 


Instructions. 1. Only a brief summary of the 
pertinent provisions froman investment standpoint 
is required. A complete legal description of the 
provisions referred to is not required and should not 
be given. Do not set forth the provisions of the 
government instruments verbatim; only a succinct 
resume is required. 


2. If the rights evidenced by the securities to be 
registered are materially limited or qualified by the 
rights of any other class of securities, include such 
information regarding such other securities as will 
enable investors to understand the rights evidenced 
by securities to be registered. 


(c) If securities other than capital stock are to be 
registered, outline briefly the rights evidenced 
thereby. 


Instruction. Information comparable to that called 
for by paragraph (b) above and the instructions 
thereto shall be furnished. 


Item 12. Incorporation of Certain Documents by 
Reference. 


The issuer and, where interests in the plan are being 
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registered, the plan, shall incorporate by reference 
into the prospectus the documents listed in (a) 
through (d) below and shall state that all documents 
subsequently filed by them pursuant to Sections 13, 
14 and 15(d) of the Securities Exchange Act of 1934, 
prior to the filing of a post-effective amendment 
which indicates that all securities offered have been 
sold or which deregisters all securities then 
remaining unsold, shall be deemed to be 
incorporated by reference in the prospectus and to 
be a part thereof from the date of filing of such 
documents. Copies of these documents are not 
required to be filed with the registration statement. 


(a) The issuer's and, where interests in the plan are 
being registered, the plan’s latest annual report filed 
pursuant to Section 13 or 15(d) of the Securities 
Exchange Act of 1934 or, in the case of the issuer, 
the latest prospectus filed pursuant to Rule 424(b) 
or (c) under the Securities Act of 1933, which 
contains, either directly or by incorporation by 
reference, certified financial statements for the 
issuer’s latest fiscal year for which such statements 
have been filed. 


(b) All other reports filed pursuant to Section 13 or 
15(d) of the Securities Exchange Act of 1934 since 
the end of the fiscal year covered by the annual 
reports or the prospectus referred to in (a) above. 


(c) The issuers definitive proxy statement or 
information statement, if any, filed pursuant to 
Section 14 of the Securities Exchange Act of 1934 in 
connection with the latest annual meeting of its 
stockholders, and any definitive proxy or information 
statements so filed in connection with any 
subsequent special meetings of its stockholders. 


(d) If the class of securities to be offered is registered 
under Section 12 of the Securities Exchange Act of 
1934, the description of such class of securities 
which is contained in a registration statement filed 
under such Act, including any amendment or report 
filed for the purpose of updating such description. 


Instruction. |f any accountant, engineer, or any 
person whose profession gives authority to a 
statement made by him is named as having 
prepared or certified any part of the material 
incorporated by reference or is named as having 
prepared or certified a report or valuation for use in 
connection with any of the material so incorporated, 
the written consent of such person shall be included 
in the registration statement unless express consent 
to the incorporation by reference is contained in the 
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material incorporated by reference. The written 
consent of persons so named in future material 
incorporated by reference shall be filed by 
amendment to the registration statement no later 
than the date on which such material is filed with the 
Commission unless express consent to such 
incorporation by reference is contained in the 
material incorporated by reference. Attention is 
directed to Rule 439. 


Item 13. Additional Information. 


(a) Describe any material changes in the issuer's 
affairs which have occurred since the end of the 
latest fiscal year for which certified financial 
statements were included in an annual report or 
prospectus incorporated by reference in response to 
Item 12(a) and which have not been, nor will be, 
described in a timely-filed report on Form 8-K or 10- 
Q (17 CFR 249.308 and 249.308a) or in a proxy or 
information statement filed under the Securities 
Exchange Act of 1934. 


(b) State that reports, proxy statements and other 
information filed by the issuer can be inspected and 
copied at the public reference facilities maintained 
by the Commission in Washington, D.C. and at 
certain of its Regional Offices, stating the current 
address of each such facility, and that copies of such 
material can be obtained from the Public Reference 
Section of the Commission, Washington, D.C. 20549 
at prescribed rates. In addition, name any national 
securities exchange on which the issuer's securities 
are listed, and state that reports, proxy statements 
and other information concerning the registrant can 
be inspected at such exchanges. 


PART Il. UNDERTAKINGS AND OTHER 
INFORMATION NOT REQUIRED IN PROSPECTUS 


A. To Transmit Certain Material. 


(1) The undersigned issuer hereby undertakes to 
deliver or cause to be delivered with the prospectus 
to each employee to whom the prospectus is sent or 
given, a copy of the issuer's annual report to 
stockholders for its last fiscal year, unless such 
employee otherwise has received a copy of such 
report in which case the issuer shall state in the 
prospectus that it will promptly furnish, without 
charge, a copy of such report on written request of 
the employee. If the last fiscal year of the issuer has 
ended within 120 days prior to the use of the 
prospectus, the annual report of the issuer for the 
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preceding fiscal year may be so delivered, but within 
such 120 day period the annual report for the last 
fiscal year will be furnished to each such employee. 


(2) The undersigned issuer hereby undertakes to 
transmit or cause to be transmitted to all employees 
participating in the plan, who do not otherwise 
receive such material as stockholders of the issuer, 
at the time and inthe manner such material is sent to 
its stockholders, copies of all reports, proxy 


statements and other communications distributed 
to its stockholders generally. 


(3) Where interests in a plan are registered herewith, 
the undersigned issuer and plan hereby undertaken 
to transmit or cause to be transmitted promptly, 
without charge, to any participant in the plan who 
makes a written request, a copy of the then latest 
annual report of the plan filed pursuant to Section 
15(d) of the Securities Exchange Act of 1934 (Form 
11-K). If such report is filed separately on Form 11-K, 
such form shall be delivered upon written request. If 
such report is filed as a part of the issuer’s annual 
report on Form 10-K, that entire report (excluding 
exhibits) shall be delivered upon written request. If 
such report is filed as a part of the issuer’s annual 
report to shareholders delivered pursuant to 
paragraph (1) or (2) of this undertaking additional 
delivery shall not be required. 


B. Undertaking to Update Annually. 


The undersigned issuer hereby undertakes: (1) to 
file any prospectus required by Section 10(a)(3) asa 
post-effective amendment to this registration 
statement; (2) that for the purpose of determining 
any liability under the Act each such post-effective 
amendment and each filing of the issuer's annual 
report pursuant to Section 13 or 15(d) of the 
Securities Exchange Act of 1934 (or, where 
applicable, each filing of the plan’s annual report 
pursuant to Section 15(d) of the Securities Exchange 
Act of 1934) shall be deemed to be a new registration 
statement relating to the securities offered therein 
and the offering of such securities at that time shall 
be deemed to be the initial bona fide offering thereof; 
(3) that all such new registration statements will 
comply with the applicable forms, rules and 
regulations of the Commission in effect at the time 
such post-effective amendments or annual reports 
are filed; and (4) to remove from registration by 
means of a post-effective amendment any of the 
securities being registered which remain unsold at 
the termination of the plan. 
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SIGNATURES 


The Issuer. Pursuant to the requirements of the 
Securities Act of 1933, the issuer certifies that it 
meets all of the requirements for filing on Form S-8, 
undertakes to comply with the requirements of Part 
Il of Form S-8 and has duly caused this registration 
statement to be signed on its behalf by the 
undersigned, thereunto duly authorized, in the City 
of and the 
State of onthis 

day of 1 ho ear 














(Issuer) 


BY 





(Signature and Title) 


Pursuant to the requirements of the Securities Act of 
1933, this registration statement has been signed 
below by the following persons in the capacities and 
on the dates indicated. Moreover, the undersigned 
hereby also certify that to the best of their knowledge 
and belief the issuer meets all of the requirements 
for filing on Form S-8. 





(Signature) (Title) (Date) 


The Plan. Pursuant to the requirements of the 
Securities Act of 1933, the plan has duly caused this 
registration statement to be signed on its behalf by 
the undersigned, thereunto duly authorized, in the 
and State 
on the 

a 














(The Plan) 


BY 





(Signature and Title) 


Pursuant to the requirements of the Securities Act of 
1933, this registration statement has been signed 
below by the following persons in the capacities and 
on the dates indicated. 


\ 





(Signature) (Title) (Date) 
Instruction. 1. The registration statement shall be 
signed by the issuer, (and where interests inthe plan 


are being registered, by the plan), their respective 
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principal executive officers, principal financial 
officers, controllers or principal accounting officers, 
and by at least the majority of the respective boards 
of directors or persons performing similar functions 
(or, in the event there is no board of directors or 
persons performing similar functions, by the 
majority of the persons having the power of 
management). 


2. The name of each person who signs the 
registration statement shall be typed or printed 
beneath his signature. Any person who occupies 
more than one of the specified positions shall 
indicate each capacity in which he signs the 
registration statement. 


NOTE: Reference is made to the provisions 
concerning power of attorney and resolutions of the 
board of directors contained in Rule 402(c) of 
Regulation C. 


INSTRUCTIONS AS TO EXHIBITS 


Subject to the rules as to incorporation by reference, 
the exhibits specified below shall be filed as a partof 
the registration statement. Exhibits shall be 
appropriately lettered or numbered for convenient 
reference. Exhibits incorporated by reference may 
bear the designation given in the previous filing. 


1. Copies of the plan as presently in effect. 


2. Copies of all constituent instruments (other than 
the plan itself) defining the rights of employees who 
participate in the plan. 


3. An opinion of counsel as to the legality of the 
interests and the securities to be registered, 
indicating whether they will when sold be legally 
issued, fully paid and non-assessable. If the plan is 
subject to the requirements of ERISA, either (i) an 
opinion of counsel which confirms compliance of 
the provisions of the written documents constituting 
the plan with the requirements of that Act pertaining 
to such provisions, or (ii) a copy of the Internal 
Revenue Service determination letter that the planis 
qualified under Section 401 of the Internal Revenue 
Code, or (iii) an opinion of counsel, attaching a copy 
of the determination letter that any amended 
provisions of the plan adopted subsequent to such 
determination comply with the requirements of that 
Act pertaining to such provisions. 


4. Copies of all summaries of the plan or other 
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written communication intended to be used in 
connection with the offer or sale of securities to be 
registered. 


5. Copies of the issuer's annual report to security 
holders for its last fiscal year. Such report, except for 
any portions thereof which are incorporated by 
reference is to be furnished for the information of the 
Commission and is not to be deemed “filed” as part 
of the registration statement. If the financial 
statements in the report have been incorporated by 
reference in the registration statement, the 
accountant’s certificate shall be manually signed in 
one copy. 


6. Copies of the exhibit called for by the Instructions 
to Item 1(a), if applicable. 


TEXT OF THE AMENDMENTS TO FORM 11-K 


Chapter Il of Title 17 of the Code of Federal 
Regulations is amended as follows: 


PART 249—FORMS, SECURITIES EXCHANGE ACT 
OF 1934 


Section 249.311 is amended as follows: 
§249.311 Form 11-K, for annual reports of employee 
stock purchase, savings and similar plans pursuant 
to section 15(d) of the Securities Exchange Act of 
1934. 
The form is amended to read as follows: 

FORM 11-K 


SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 


FOR ANNUAL REPORTS OF EMPLOYEE STOCK 
PURCHASE, SAVINGS AND SIMILAR PLANS 
PURSUANT TO SECTION 15(d) OF THE 
SECURITIES EXCHANGE ACT OF 1934 
GENERAL INSTRUCTIONS 


* * KK X 


SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 


FORM 11-K 


ANNUAL REPORT 
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Pursuant to Section 15(d) of the 
Securities Exchange Act of 1934 


For the fiscal year ended 





A. Full title of the plan and the address of the plan, if 
different from that of the issuer named below: 


B. Name of issuer of the securities held pursuant to 
the plan and the address of its principal executive 
office: 


ITEMS TO BE ANSWERED 
Item 1. Changes in the Plan. 


Describe briefly any material changes in the 
provisions of the plan during the fiscal year. 


Item 2. Changes in Investment Policy. 


Describe briefly any material changes during the 
fiscal year in the policy with respect to the kind of 
securities or other investments in which funds held 
under the plan may be invested. 


Item 3. Contributions Under the Plan. 


If contributioins are to be made under the plan by the 
issuer, and (a) if the issuer has discretion 
concerning such distributions or (b) if contributions 
are measured other than by reference to the 
employee’s contributions, provide information for 
the past five fiscal years describing the amount of 
the issuer's contributions. 


Item. 4. Participating Employees. 


State the approximate number of employees who 
were participants in the plan at the end of its fiscal 
year. 


Item 5. Administration of the Plan. 


(a) Give the names and addresses of the persons 
who administer the plan, the capacity in which they 
act (such as trustees or managers) and list all 
positions or offices held with the issuer or any of its 
affiliates. 


(b) State the total amount of compensation received 
from the plan by each of the administrators for 
services in all capacities during the fiscal year. 


Item €. Custodian of Investments. 
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(a) Give the name, address and nature of the 
business of each person who acts as custodian of 
any of the securities or other investments of the plan. 


(b) State the total amount of compensation received 
from the plan by each person for services in all 
Capacities during the fiscal year. 


(c) State the nature and amount of the coverage of 
any bond furnished by any such custodian or its 
officers or employees in connection with the custody 
of the security investments or other assets of the 
plan. 


Item 7. Reports to Participating Employees. 


State the nature of the reports made to participating 
employees during the fiscal year in regard to the 
operations of the plan or the status of the employees’ 
accounts under the plan. 


Item 8. Investment of Funds. 


(a) If a substantial part of the assets of the plan is 
invested in securities other than those of the 
employer, its parents or subsidiaries, state: 


(1) The aggregate dollar amount of brokerage 
commissions paid by the plan during the three most 
recent fiscal years; 


(2)(i) The aggregate dollar amount, if any, of 
brokerage commissions paid by the plan during the 
three most recent fiscal years to any broker (A) 
which is an affiliated person of the plan, (B) whichis 
an affiliated person of such person or (C) an 
affiliated person of which is an affiliated person of 
the plan, or its investment adviser or principal 
underwriter, and the identity of each such broker 
and the relationships that cause the broker to be 
included in the statement; (ii) the percentage of the 
plan’s aggregate brokerage commissions paid to 
each such broker during the most recent fiscal year; 
(iii) the percentage of the plan’s aggregate dollar 
amount of transactions involving the payment of 
commissions effected through each such broker 
during the most recent fiscal year; and (iv) when 
there is a material difference in the percentage of 
brokerage commissions paid to, and the percentage 
of brokerage transactions effected through, any 
such broker, the reasons therefor. 


Instruction. For the purpose of this Item, “affiliated 


person”, “principal underwriter” and “investment 
adviser” shall have the same meaning as in the 
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Investment Company Act of 1940. These definitions 
shall be read as if the plan were an investment 
company within the meaning of that Act. 


(b) If, during the last fiscal year, the plan or its 
investment manager, pursuant to an agreement or 
understanding with a broker or otherwise through an 
internal allocation procedure, directed the plan’s 
brokerage transactions to a broker or brokers 
because of research services provided, state the 
amount of such transactions and related 
commissions. 


Item 9. Financial Statements and Exhibits. 


List below all financial statements and exhibits filed 
as a part of the annual report: 


(a) Financial statements. 
(b) Exhibits. 

SIGNATURES 
Pursuant to the requirements of the Securities 
Exchange Act of 1934, the trustees (or other persons 
who administer the plan) have duly caused this 


annual report to be signed by the undersigned 
thereunto duly authorized. 





(Name of Plan) 


DATE BY 





*Print name and title of the signing official under his 
signature. 


INSTRUCTIONS AS TO FINANCIAL STATEMENTS 


The following financial 
furnished for the plan. 


statements shall be 


(a) An audited statement of financial condition as of 
the end of the latest two fiscal years of the plan (or 
such lesser period as the plan has been in 
existence). 


(b) An audited statement of income and changes in 
plan equity for each of the latest two fiscal years of 
the plan (or such lesser period as the plan has been 
in existence). 
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Instructions 


1. The statements required by this item shall be 
prepared and audited in accordance with the 
applicable provisions of Article 6C, Regulation S-X 
[17 CFR Part 210] and shall be accompanied by the 
schedule specified in that Regulation. 


2. Notwithstanding Rule 6.34(a) of Regulation S-X, 
Schedule 1 need be filed only for the most recent 
period for which each statement of financial 
condition is filed. 


INSTRUCTIONS AS TO EXHIBITS 
Subject to the rules regarding incorporation by 


reference, the following exhibits shall be filed as a 
part of the report: 


(a) Copies of all amendments or modifications, not 
previously filed, to all exhibits previously filed (or 
copies of such exhibits as amended or modified). 


(b) Copies of all documents relating to the plan 
which are of a character required to be filed as an 
exhibit to a registration statement and which have 
been executed or otherwise put into effect and not 
previously filed. 


STATUTORY AUTHORITY AND FINDINGS 


The Commission hereby adopts the amendments to 
Form S-8 pursuant to the Securities Act of 1933, 
particularly Sections 7, 10 and 19 thereof, and the 
amendments to Form 11-K pursuant to the 
Securities Exchange Act of 1934, particularly 
Sections 12, 13, 15(d) and 23(a) thereof. 


As required by Section 23(a)(2) of the Exchange Act, 
the Commission has specifically considered the 
impact which the amendments adopted herein 
would have on competition and has concluded that 
they would impose no significant burden on 
competition. In any event, the Commission has 
determined that any possible burden will be 
outweighed by and is necessary and appropriate to 
achieve the benefits of these amendments to 
investors and registrants. 


[Secs. 7, 10, 19, 48 Sat. 78, 81, 85; secs. 205, 209, 
48 Stat. 906, 908, sec. 8, 68 Stat. 685; sec. 
308(a)(2), 90 Stat. 57; secs. 12, 13, 15(d), 23(a), 48 
Stat. 892, 894, 895, 901; sec. 203(a), 49 Stat. 704; 
secs. l, 3, 8, 49 Stat. 1375, 1377, 1379; sec. 2, 52 
Stat. 1075; sec. 202, 68 Stat. 686; secs. 3, 4, 6, 10, 
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78 Stat. 565-568, 569, 570-574, 580; secs. 1, 2, 82 
Stat. 454; secs. 28(c); 1, 2, 7(d), 84 Stat. 1435, 1497, 
1653; sec. 105(b), 88 Stat. 1503; secs. 8, 9, 18, 89 
Stat. 117, 118, 119, 155; sec. 308(b), 90 Stat. 57 
secs. 202, 203, 204, 91 Stat. 1494, 1498, 1499, 
1500; 15 U.S.C. 77g, 77j, 77s, 78I, 78m, 780(d), 
78w(a).] 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6203/April 2, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16718/April 2, 1980 


TIMELY REPORTING—FINAL AMENDMENT OF 
RULE AND FORM 


ACTION: Final rules. 


SUMMARY: The Commission announces the 
adoption of amendments to Rule 12b-25 and related 
Form 12b-25 which will eliminate the present 
extension application procedure and, in lieu thereof, 
institute a system requiring notification of a 
registrant's inability to file timely all or any portion of 
an annual report on Form 10-K, 20-F or 11-K or a 
quarterly report on Form 10-Q. In addition, the 
amended rule provides a procedure whereby a late 
annual report or portion thereof filed on or before the 
fifteenth day after the prescribed due date or a late 
quarterly report or portion thereof filed on or before 
the fifth day after the prescribed due date will be 
deemed to have been filed timely. The rule will 
provide disclosure with respect to non-timely filing 
and will alleviate the burdens attendant to the 
application procedure while, at the same time, 
allowing for appropriate relief. 


EFFECTIVE DATE: 30 days after publication in the 
Federal Register. 


FOR FURTHER INFORMATION: Prior to the effective 
date of the amendments contact Bruce S. 
Mendelsohn at (202) 272-2589, thereafter contact 
Stephien W. Hamilton at (202) 272-2573. 
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SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today adopted 
amendments to Rule 12b-25 (17 CFR 240.12b-25) 
under the Securities Exchange Act of 1934 (the 
“Exchange Act”) [15 U.S.C. 78a et seq. (1976 and 
Supp. | 1977)] which will eliminate the extension of 
time to file procedure and, in lieu thereof, will require 
notification on revised Form 12b-25 (17 CFR 
249.322) when an issuer is unable to file on a timely 
basis all or any required portion of an annual report 
on Form 10-K (17 CFR 249.310), 11-K (17 CFR 
249.311) or 20-F (17 CFR 249.220f) or a quarterly 
report on Form 10-Q (17 CFR 249.308a) required by 
Section 13 or 15(d) of the Exchange Act and rules 
thereunder. In addition, the Commission is adopting 
a procedure that will provide relief with respect to 
reports that are not timely filed because of 
unreasonable effort or expense. Under this provision 
a report will be deemed to have been filed timely if: 
(1) the required notification on Form 12b-25 (a) 
discloses that the reasons causing the inability to file 
timely could not be eliminated without unreasonable 
effort or expense, and (b) undertakes that either the 
subject annual report or portion thereof will be filed 
no later than the fifteenth calendar day following the 
prescribed due date or the subject quarterly report 
or portion thereof will be filed no later than the fifth 
calendar day following the prescribed due date; (2) 
the exhibit (statement from expert) required by Rule 
12b-25(c) is attached when applicable; and (3), in 
fact, the report is filed within the represented time 
period. Concurrently, the Commission is adopting a 
revision to Form 8-K which will retain a procedure for 
extensions of time to file audited financial 
statements required for certain acquired 
businesses. 


BACKGROUND 


On September 6, 1979, the Commission published 
for comment proposed amendments to Rule 12b-25 
and its related form, proposed Rule 12b-26 and a 





‘Release No. 34-16162 (September 6, 1979) [44 FR 
53430]. 


2While not adopting proposed Rule 12b-26 as a 
separate rule, the substance thereof has been 
adopted in Rule 12b-25(e). Therefore, proposed 
Rule 12b-26, to the extent it is not adopted in Rule 
12b-25, is withdrawn. 


3Section 2 of the Securities Exchange Act of 1934, 15 
U.S.C. 78b. 
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proposed revision to Form 8-K.! The proposal would 
have eliminated the present extension procedure 
under Rule 12b-25 and substituted a new procedure 
which would have required notification when an 
issuer or reporting person was unable to file on a 
timely basis any report or portion thereof required by 
Section 13 or 15(d) of the Exchange Act. Proposed 
Rule 12b-26 would have required prominent 
disclosure on the cover page of a periodic report if a 
required portion of such report was omitted.’ 


Amendment of Rule 12b-25 


All of the eight public comment letters received 
recommended that the Commission retain some 
provision for extensions of time because there are 
cases when a report cannot be timely filed without 
unreasonable effort or expense. With regard to the 
Commission’s specific inquiry concerning 
automatic extensions of time, three of the 
commentators suggested that if amended Rule 12b- 
25 were adopted provisions for an automatic 
extension should be incorporated therein. The 
commentators generally believed that the proposed 
notification system should not be implemented 
without a corresponding automatic extension of time 
procedure. 


In adopting these amendments to Rule 12b-25, the 
Commission affirms its position that required 
reports should be filed when due. The purposes of 
the Exchange Act “to insure the maintenance of fair 
and honest markets in securities transactions. . .”° 
may be better served without an _ extension 
application procedure. Presently, Form 12b-25 is a 
voluntary filing and, therefore, disclosure with 
regard to the timeliness of the filing of required 
information to which the marketplace is entitled is 
not always available. Because the limited benefits of 
the present system in terms of extension procedures 
are outweighed by the detriment to informed 
markets resulting from the lack of disclosure 
regarding the timeliness of the filings and by the 
burden imposed on the staff, the Commission 
believes that the system should be revised. 
Accordingly, the Commission is adopting the 
amendments essentially in the form of the proposal. 
However, in response to the public comment and the 
Commission’s experience, certain revisions have 
been made, i.e., notifications are required only for 
specified forms and a relief procedure has been 
provided in rule 12b-25(b) (see detailed discussion 
infra). 


As with the proposal, under amended Rule 12b-25, 
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with one exception,’ there will no longer be 
applications for extensions of time that necessitate 
action by the Commission or its staff. By eliminating 
the review requirement for extension of time 
requests, the Commission will be able to redeploy 
some resources toward the review of Exchange Act 
filings. As a result, this action should serve to 
implement one of the recommendations of the 
Advisory Committee on Corporate Disclosure, which 
noted that a substantive review of periodic reports 
consistent with the quality of information sought in 
registration statements is essential to the end 
product of a high quality disclosure document.® 
Finally, the amended rule will have limited 
consequences to registrants and will facilitate the 
system of continuous disclosure to investors 
envisioned by the Exchange Act. 


Notification Requirement 


Concurrent with the elimination of the extension 
application procedure, the Commission has adopted 
a new notification procedure under the rule which, 
unlike the proposal, relates only to annual reports on 
Forms 10-K, 20-F and 11-K and quarterly reports on 
Form 10-Q. The new procedure requires that, no 
later than one business day after the end of the 
specified period when the subject report is due, the 
registrant file with the Commission a notification on 
revised Form 12b-25 which identifies the report or 
portion thereof in question and gives reasons why 
the filing cannot be made on time. Since Form 12b- 
25 is intended to serve as a disclosure mechanism, it 
will be placed in the public files. In this manner, 
disclosure will be available to the public with regard 
to the reasons that a report or portion thereof cannot 
be filed within the prescribed time period. 


Rule 12b-25(b) 


Although an automatic extension procedure has not 
been incorporated into the amendment, the revision 
is meant to be responsive to the concerns of the 
commentators. The Commission believes that the 
rule will provide relief in those areas where it is 





‘The Commission has retained an extension of time 
to file procedure for audited financial statements 
required by Items 2 and 7 of Form 8-K for certain 
acquired businesses. See revised Instruction 4 to 
Item 7(a) of Form 8-K, infra. 


*Report of the Advisory Committee on Corporate 
Disclosure, Chapter XIV, Page 427 (1977). 
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necessary. In this regard, Rule 12b-25(b) provides 
that with respect to an annual or quarterly report or 
portion thereof which is not timely filed because the 
registrant is unable to do so without unreasonable 
effort or expense, such report shall be deemed to be 
filed on the prescribed due date for such report if: (1) 
the required notification on Form 12b-25 (a) 
discloses that the reasons causing the inability to file 
timely could not be eliminated without unreasonable 
effort or expense, and (b) undertakes that either the 
subject annual report or portion thereof will be filed 
no later than the fifteenth calendar day following the 
prescribed due date or the subject quarterly report 
or portion thereof will be filed no later than the fifth 
calendar day following the prescribed due date; (2) 
the registrant attaches as an exhibit tothe Form 12b- 
25 a statement from any person, other than the 
registrant (such as the independent auditors), 
whose inability to furnish any required opinion, 
report or certification was the reason the report 
could not be timely filed without unreasonable effort 
or expense; and (3), the report is filed within the 
represented time period. 


The Commission believes that this procedure will 
afford appropriate relief in case of unexpected 
circumstances that may prevent the timely filing of 
annual and quarterly reports. In addition, this 
procedure will require no responsive or affirmative 
action by the Commission or its staff. 


It should be noted that registrants utilizing the Rule 
12b-25(b) relief will not be eligible to use any 
registration statement form under the Securities Act 
of 1933 (the “Securities Act’) the use of which is 
predicated on timely filed reports until the subject 
report is actually filed. Therefore, if a registrant uses 
Rule 12b-25(b) and complies with all of its terms, 
including the actual filing of the report within the 
represented time frame, Form S-7 and _ its 
counterpart registration statement forms may be 
available. 


Timely Reporting 


It should be emphasized that the new notification 
and relief procedures should not be taken as an 
excuse for non-timely reporting. Failure by public 
companies to observe the periodic reporting 
requirements presents an obstacle to the 
maintenance of fair and informed trading markets in 
the securities of publicly-held companies. The 
pricing mechanism of the market is dependent on 
timely information and, thus, late reporting may 
adversely affect the quality of this process. In this 
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regard, the Commission will, of course, continue to 
consider enforcement actions in connection with 
delinquent reporting. In addition, as stated in the 
proposing release, the applicability of various rules 
and availability of certain disclosure forms under the 
Securities Act of 1933 is predicated upon full 
compliance with the periodic reporting 
requirements. For example, the use of FormS-7 orS- 
16 for registration of certain public offerings of 
securities depends in part upon a company having 
filed timely reports pursuant to Section 13 or 15(d) 
of the Exchange Act for at least the twelve calendar 
months preceding the filing of the registration 
statement. Rule 15c2-11 under the Exchange Act 
requires a dealer to have certain information 
concerning an issuer before its securities may be 
quoted by that dealer. Rule 144 under the Securities 
Act requires the filing of all Exchange Act reports 
required to be filed for the 12 months immediately 
preceding a sale. 


Certain Findings 


As required by Section 23(a)(2) of the Exchange Act, 
the Commission has specifically considered the 
impact which the amendments adopted herein 
would have on competition and has concluded that 
they impose no significant burden on competition. 
In any event, the Commission has determined that 
any possible burden will be outweighed by, and is 
necessary and appropriate to achieve, the benefits 
of these amendments to investors and registrants. 


Text of Amended Rule and Forms 


Chapter II of Title 17 of the Code of Federal 
Regulations is amended as follows: 


PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


1. By revising General Instruction A(b)(2) of §239.26 
to read as follows: 


§239.26 Form S-7, for registration under the 
Securities Act of 1933 of securities of certain 
issuers. 

GENERAL INSTRUCTIONS 
A. Rule as to Use of Form S-7 


* Ke KOK 


; @.,)..- 
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(2) has filed in a timely manner all reports required 
to be filed during the twelve calendar months 
preceding the filing of the registration statement and 
if the registrant has utilized Rule 12b-25(b) of the 
Securities Exchange Act of 1934 with respect to a 
report, that report has actually been filed within the 
time period prescribed by that rule. 


* eR OK 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


2. By revising §240.12b-25 to read as follows: 


§240.12b-25 Notification of inability to timely file all 
or any required portion of a Form 10-K, 20-F, 11-Kor 
10-Q. 


(a) If all or any required portion of an annual report 
on Form 10-K, 20-F or 11-K or a quarterly report on 
Form 10-Q required to be filed pursuant to sections 
13 or 15(d) of the Act and rules thereunder is not 
filed within the time period prescribed for such 
report, the registrant, no later than one business day 
after the due date for such report, shall file a Form 
12b-25 (17 CFR 249.322) with the Commission 
which shall contain disclosure of the inability to file 
the report timely and the reasons therefor in 
reasonable detail. 


(b) With respect to any report or portion of any report 
described in paragraph (a) of this section which is 
not timely filed because the registrant is unable to do 
so without unreasonable effort or expense, such 
report shall be deemed to be filed on the prescribed 
due date for such report if: 


(1) The registrant files the Form 12b-25 in 
compliance with paragraph (a) of this section and, 
when applicable, furnishes the exhibit required by 
paragraph (c) of this section; 


(2) The registrant represents in the Form 12b-25 
that: 


(i) The reason(s) causing the inability to file timely 
could not be eliminated by the registrant without 
unreasonable effort or expense; and 


(ii) Either the subject annual report/ portion thereof 
will be filed no later than the fifteenth calendar day 
following the prescribed due date or the subject 
quarterly report/ portion thereof will be filed no later 
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than the fifth calendar day following the prescribed 
due date; and 


(3) The report/ portion thereof is actually filed within 
the period specified by paragraph (b)(2)(ii) of this 
section. 


(c) If paragraph (b) of this section is applicable and 
the reason the subject report/ portion thereof cannot 
be filed timely without unreasonable effort or 
expense relates to the inability of any person, other 
than the registrant, to furnish any required opinion, 
report or certificate, the Form 12b-25 shall have 
attached as an exhibit a statement signed by such 
person stating the specific reasons why such person 
is unable to furnish the required opinion, report or 
certification on or before the date such report must 
be filed. 


(d) Notwithstanding paragraph (b) of this section, a 
registrant will not be eligible to use any registration 
statement form under the Securities Act of 1933 the 
use of which is predicated on timely filed reports 
until the subject report is actually filed pursuant to 
paragraph (b)(3) of this section. 


(e) If a Form 12b-25 filed pursuant to paragraph (a) 
of this section relates only to a portion of a subject 
report, the registrant shall: 


(1) File the balance of such report and indicate on 
the cover page thereof which disclosure items are 
omitted; and 


(2) Include, on the upper right corner of the 
amendment to the report (required to be filed on 
Form 8) which includes the previously omitted 
information, the following statement: 


The following items were the subject of a Form 
12b-25 and are included herein: (List Item 
Numbers) 


(f) The provisions of this section shall not apply to: 


(1) Financial statements to be filed by amendment 
in accordance with Instruction 3(b) of Instructions 
as to Financial Statements of Form 10-K or 
schedules to be filed by amendment in accordance 
with General Instruction A to Form 10-K; or 


(2) Reports required to be filed by an investment 
company registered under the Investment Company 
Act of 1940 [15 U.S.C. 80a et seq.] pursuant to the 
provisions of that Act or the rules provided 
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thereunder, notwithstanding the fact that such 
reports are also required to be filed by the Securities 


Exchange Act of 1934 or the rules adopted @ € 


thereunder. 


PART 249—FORMS, SECURITIES EXCHANGE ACT 
OF 1934 


3. By revising Instruction 4 to Item 7(a) of Form 8-K 
to read as follows: 


§249.308 Form 8-K, for current reports. 


% KK 


Item 7. Financial Statements and Exhibits. 


* Re KOK 


(a) Financial statements of business acquired 


Instructions 
[Instructions 1 through 3 remain unchanged. ] 


4. Filing of Other Financial Information in Certain 
Cases. 


the registrant and where consistent with the 
protection of investors, extend the time for filing the 
financial statements herein required or permit the 
omission of one or more of such financial statements 
or the filing in substitution therefor of appropriate 
statements of comparable character, if the required 
audited financial statements are not reasonably 
available to the registrant, because the obtaining 
thereof would involve unreasonable effort, expense 
or practical difficulties. A written request for such 
relief should be submitted separately from the 
subject report or the cover letter to the report. The 
request other than a request for an extension of time 
to file (except where necessary for a determination 
of the request) shall set forth the following 
information: 


The Commission may, upon the written request of * 


4. By revising §249.322 to read as follows: 
§249.322 Form 12b-25 Notification of late filing. 
This form shall be filed pursuant to §240.12b-25 of 
this chapter by issuers who are unable to timely file 


all or any required portion of an annual report on 
Form 10-K, 20-F or 11-K or a quarterly report on 
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Form 10-Q required by sections 13 or 15(d) of the 
Act. The filing shall consist of a signed original and 
three conformed copies, and shall be filed with the 
Commission at Washington, D.C. 20549, no later 
than one business day after the due date for the 
periodic report in question. Copies of this form may 
be obtained from “Publications,” Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549, 202-272-2960. 


[Secs. 6, 7, 10, 19(a), 48 Stat. 78, 81, 85; secs. 205, 
209, 48 Stat. 906, 908; sec. 8, 68 Stat. 658; sec. 1, 79 
Stat. 1051. Secs. 13, 15(d), 23(a), 48 Stat. 894, 895, 
901; sec. 203(a), 49 Stat. 704; secs. 3, 8, 49 Stat. 
1377, 1379; secs. 4, 6, 78 Stat. 469, 570-574: sec. 2, 
82 Stat. 454; secs. 1, 2, 84 Stat. 1497; secs. 10, 18, 
89 Stat. 119, 155; sec. 308(b), 90 Stat. 57; secs. 202, 
203, 204, 91 Stat. 1494, 1498, 1499, 1500. 15 
U.S.C. 77f, 77g, 77), 77s(a), 78m, 780(d), 78w(a)] 


The Commission is adopting these amendments 
pursuant to the Securities Act of 1933, particularly 
sections 6, 7, 10 and 19(a) thereof, and the 
Securities Exchange Act of 1934, particularly 
sections 13, 15(d) and 23(a). 


Volume 19, No. 15, April 15, 1980 


The Commission finds that any changes in the 
amended rule and forms adopted from those 
published in Securities Exchange Act Release No. 
16162 have already been generally subject to 
comment so that further notice and rulemaking 
procedures pursuant to the Administrative 
Procedure Act (5 U.S.C. 553) are not necessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





Form 12b-25 has been filed in the Office of Federal 
Register as part of the original document. Copies 
may be obtained from “Publications,” Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549, 202-272-2960. 
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U.S. SECURITIES AND EXCHANGE COMMISSION 
WASHINGTON, D.C. 20549 SEC FILE NUMBER 


NOTIFICATION OF LATE FILING CUSIP NUMBER 





FORM 12b-25 


























(Check One): 
O Form 10-K OForm11-K (Form 20-F O Form 10-Q 


For Period Ended: 








Read Attached Instruction Sheet Before Preparing Form. Please Print or Type. 





Nothing in this Form Shall be construed to imply that the Commission has verified any information contained herein. 








If the notification relates to a portion of the filing checked above, identify the Item(s) to 
which the notification relates: 








Part | — Registrant Information 





Full Name of Registrant 


Former Name if Applicable 





Address of Principal Executive Office (Street and Number) 





City, State and Zip Code 





Part Il — Rules 12b-25 (b) and (c) 





If the subject report could not be filed without unreasonable effort or expense and the registrant 
seeks relief pursuant to Rule 12b-25(b), the following should be completed. (Check box if 
appropriate) 


(a) The reasons described in reasonable detail in Part III of this form could not be eliminated 
without unreasonable effort or expense; 

(b) The subject annual report/portion thereof will be filed on or before the fifteenth calendar 
day following the prescribed due date; or the subject quarterly report/portion thereof will 
be filed on or before the fifth calendar day following the prescribed due date; and 

(c) The accountant’s statement or other exhibit required by Rule 12b-25(c) has been attached 
if applicable. 








Part lil — Narrative 





State below in reasonable detail the reasons why the Form 10-K, 11-K, 20-F or 10-Q, or portion 
thereof, could not be filed within the prescribed time period. 


(Attach Extra Sheets if Needed) 3 q 
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Part IV — Other Information 





(1) Name andtelephone number of person to contact in regard to 
this notification 








(NAME) (AREA CODE) (TELEPHONE NUMBER) 





Have all other periodic reports required (under Section 13 or 
15(d) of the Securities Exchange Act of 1934) during the 
preceding 12 months (or for such shorter period that the 
registrant was required to file such reports) been filed? If 
answer is no, identify report(s) 





Is it anticipated that any significant change in results of 
operations from the corresponding period for the last fiscal 
year will be reflected by the earnings statements to be in- 
cluded in the subject report or portion thereof? 


If so, attach an explanation of the anticipated change, both 
narratively and quantitatively, and, if appropriate, state the 
reasons why a reasonable estimate of the results can not be 
made. 








(NAME OF REGISTRANT AS SPECIFIED IN CHARTER) 


has caused this notification to be signed on its behalf by the undersigned thereunto duly authorized. 


DATE bY 








INSTRUCTION: The form may be signed by an executive officer of the registrant or by any other duly 
authorized representative. The name and title of the person signing the form shall be typed or printed 
beneath the signature. If the statement is signed on behalf of the registrant by an authorized 
representative (other than an executive officer), evidence of the representative's authority to sign on 
behalf of the registrant shall be filed with the form. 





ATTENTION 





Intentional misstatements or omissions of fact constitute Federal Criminal Violations (See 18 U.S.C. 1001). 











GENERAL INSTRUCTIONS 


This Form is required by Rule 12b-25 (17 CFR 240, 12b-25) of the General Rules and Regulations 
under the Securities Exchange Act of 1934 


One signed original and four conformed copies of this Form and amendments thereto must be 
completed and filed with the Securities and Exchange Commission, Washington, D.C. 20549, in 
accordance with Rule 0-3 of the General Rules and Regulations under the Act. The information 
contained in or filed with the Form will be made a matter of the public record in the Commission 
files. 


A manual signed copy of the form and amendments thereto shall be filed with each national 
securities exchange on which any class of securities of the registrant is registered. 


Amendments to the notifications must also be filed on Form 12b-25 but need not restate informa- 
tion that has been correctly furnished. The Form shall be clearly identified as an amended 
notification. 

These general instructions are not to be filed with the notification. Please detach before mailing 
the Form. 
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SECURITIES ACT OF 1933 
Release No. 6204/April 2, 1980 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16720/April 2, 1980 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21510/April 2, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11113/April 2, 1980 


(1) Proposed Amendments to Annual Report Form; 
Integration of Securities Acts Disclosure Systems 


(2) Business Combination Transactions; Proposed 
Short Form for Registration and Proposed 
Amendment of Related Rules 


(3) General Revision of Regulation S-X 


(4) Uniform Instructions as to Financial 
Statements—Regulation S-X 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of time for comment. 


SUMMARY: The Securities and Exchange 
Commission announced today that it has extended, 
by 15 days, the dates by which comments on four 
related releases issued on January 15, 1980, which 
were published in Part II of the Federal Register of 
January 24, 1980, must be submitted. The 
Commission has received requests that the 
comment periods be extended and believes that 15 
day extensions will be beneficial because they will 
result in the receipt of additional useful comments. 


DATES: Comments must be received on or before 
April 30, 1980 or May 15, 1980, respectively. 


ADDRESSES: All communications on the matters 
discussed in this release should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comments 
should refer to File S7-816, S7-817, S7-818, or S7- 
819, as appropriate, and will be available for public 
inspection and copying in the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: The fol- 
lowing persons, all at the Securities and Exchange 
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Commission, 500 North Capitol Street, Washington, 
D.C. 20549: (1) as to the first release, William H. 
Carter (202-272-2604), Division of Corporation 
Finance; (2) as to the second release, Catherine 
Collins (202-272-2589), Division of Corporation 
Finance; (3) as to the third release, Arthur J. 
Schmeiser or Rita Gunter (202-272-2133), Office of 
the Chief Accountant; and (4) as to the fourth 
release, Lawrence C. Best (202-272-2130), Office of 
the Chief Accountant. 


SUPPLEMENTARY INFORMATION: The four 
releases enumerated below were originally issued 
for comment on January 15, 1980. In order to 
receive the benefit of the comments of the greatest 
number of interested persons and in view of the 
requests received by the Commission for additional 
time in which to comment, the Commission has 
extended the comment periods for the four releases 
by 15 days, until April 30 or May 15, 1980. In this 
regard the attention of interested parties is directed 
to the Commission’s “Rules of Practice” (17 CFR 
201.27, 201.28) and “Informal and Other 
Procedures” (17 CFR 202.6), which provides that the 
Commission may, in its discretion, accept and 
include in the public record written comments filed 
with the Commission after the closing date. 


The first release,! entitled “Proposed Amendments 
to Annual Report Form; Integration of Securities Act 
Disclosure Systems,” originally had a comment 
period ending April 15, 1980. This period has now 
been extended until April 30, 1980. The second 
release,* entitled “Business Combination 
Transactions—Proposed Short Form for Registration 
and Proposed Amendments of Related Rules,” also 
originally had a comment period ending April 15, 
1980. This period has now been extended until April 
30, 1980. The third release,? entitled “General 
Revision of Regulation S-X,” originally had a 
comment period ending April 30, 1980. This period 
is now extended until May 15, 1980. The fourth 
release,* entitled “Uniform Instructions as to 





'Securities Act of 1933 Release No. 6176, File No. 
$7-816 (January 15, 1980) [45 FR 5972]. 


*Securities Act of 1933 Release No. 6177, File No. 
S$7-817 (January 15, 1980) [45 FR 5934]. 


3Securities Act of 1933 Release No. 6178, File No. 
S$7-818 (January 15, 1980) [45 FR 5943]. 


‘Securities Act of 1933 Release No. 6179, File No. 
$7-819 (January 15, 1980) [45 FR 5963]. 
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Financial Statements—Regulation S-X,” as with the 
third release, had acomment period ending April 30, 
1980 which has now been extended to end May 15, 
1980. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6205/April 3, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11114/April 3, 1980 


REVISED PROCEDURES FOR PROCESSING POST- 
EFFECTIVE AMENDMENTS FILED BY INVESTMENT 
COMPANIES 


ACTION: Proposed rulemaking and amendments to 
forms. 


SUMMARY: The Securities and Exchange 
Commission is proposing for public comment a rule 
which would permit most post-effective 
amendments to registration statements filed by 
open-end management investment companies and 
unit investment trusts, other than insurance 
company separate accounts, to become effective 
automatically, without affirmative action on the part 
of the Commission or its staff. The Commission is 
also proposing amendments to the registration 
statement forms for open-end management 
investment companies and unit investment trusts to 
require such registrants to specify the provision of 
the rule pursuant to which their amendments would 
become effective. Under the proposed rule, post- 
effective amendments filed for certain purposes 
would become effective immediately upon filing, 
while others would become effective on the sixtieth 
day after filing. 


DATE: Comments must be received on or before 
June 2, 1980. 


ADDRESS: Comments should be submitted in 
triplicate to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Comment 
letters should refer to File No. S7-829. All comments 
received will be available for public inspection and 
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copying in the Commission’s Public Reference 
Room, 1100 L Street, N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: Dianne E. 
O'Donnell, Special Counsel, (202) 272-2115 or 
Kathleen A. Jackson, Attorney, (202) 272-2118, 
Division of Investment Management, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The 
Commission is today publishing for comment a new 
proposed rule under the Securities Act of 1933 
(“1933 Act”) [15 U.S.C. 77a et seq.] and related 
amendments to FormS-6, the registration statement 
form for unit investment trusts under the 1933 Act 
[17 CFR 239.16], and Form N-1, the registration 
statement form for open-end management 
investment companies under the 1933 Act and 
Investment Company Act of 1940 (“1940 Act”) [17 
CFR 239.15, 17 CFR 274.11]. The new rule and 
related form amendments would result in 
elimination of routine staff review of, and comment 
on, certain post-effective amendments filed by 
investment company registrants on Form S-6 or 
Form N-1. These amendments would become 
effective upon filing with the Commission. Other 
post-effective amendments filed by investment 
company registrants, including those which contain 
disclosure relating to material events occurring 
since the effective date of the issuer’s registration 
statement or its most .recent post-effective 
amendment which included a prospectus, would 
still be subject to staff review and comment, but 
would normally become effective automatically 60 
days after filing. 


Some of the events which the Commission deems 
material and which, therefore, would trigger staff 
review of an amendment are listed in the rule. These 
events include changes in the registrant's 
investment objectives or fundamental policies, 
suspension of sales or redemptions of registrant’s 
shares, termination of an investment advisory 
contract, and, in certain circumstances, resignation 
of the registrant’s independent public accountant or 
of one of its directors. However, the list set forth in 
the rule is not intended to be exhaustive, and any 
other event which in the judgment of the registrant is 
material would trigger staff review. 


Where the staff's review reveals circumstances 
suggesting that the post-effective amendment 
should not become effective after the 60-day period, 
the proposed rule provides that the operation of its 
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automatic effectiveness provision may be 
suspended upon written notice to the registrant. 
Should the automatic effectiveness provision of the 
rule be suspended with respect to a particular post- 
effective amendment, the amendment would not 
become effective until it was so declared by the 
Commission in accordance with section 8(c) of the 
1933 Act [15 U.S.C. 77h(c)]. A hearing would be 
held if the registrant so requested. The proposed 
rule also provides that the Commission can declare 
an amendment effective before the 60-day period 
has elapsed. However, it is contemplated that this 
power would be exercised only in the most unusual 
circumstances. 


lf the proposed rule and form amendments are 
adopted, the Commission will adopt an amendment 
to its Rules of Organization and Program 
Management [17 CFR 200.1 et seq.] delegating to 
the staff the authority to suspend automatic 
effectiveness and declare amendments effective 
pursuant to the rule. 


General Background 


Investment companies which issue redeemable 
securities file post-effective amendments to their 
1933 Act registration statements for a number of 
reasons associated with the continuous offering and 
sale of securities to the public. For example, section 
24(e)(1) of the 1940 Act [15 U.S.C. 80a-24(e)(1)] 
permits investment companies which issue 
redeemable securities to increase the amount of 
their securities registered under the 1933 Act by 
post-effective amendment to their registration 
statements. Moreover, pursuant to section 24(f) of 
the 1940 Act [15 U.S.C. 80a-24(f)] and rule 24f-2 
[17 CFR 270.24f-2] thereunder, such investment 
companies are permitted to register an indefinite 
number or amount of securities by post-effective 
amendment. In addition, because an investment 
company that continuously offers and sells 
securities to the public must also maintain acurrent 
prospectus, such companies must bring their 
prospectuses up to date at approximately yearly 
intervals. The necessity of updating prospectuses at 
intervals of approximately one year results from the 
requirement of section 10(a)(3) of the 1933 Act [15 
U.S.C. 77j(a)(3)], that “when a prospectus is used 
more than nine months after the effective date of the 
registration statement, the information contained 
therein shall be as of a date not more than sixteen 
months prior to such use.” Pursuant to section 
24(e)(3) of the 1940 Act [15 U.S.C. 80a-24(e)(3)], 
any prospectus relating to a redeemable security 
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issued by an investment company which is updated 
to meet the requirements of section 10(a)(3) must 
be filed as a post-effective amendment to the 
issuer's registration statement. 


Accordingly, most open-end management 
investment companies and unit investment trusts 
annually file post-effective amendments with the 
Commission in order to update the financial and 
narrative disclosures contained in their 
prospectuses, to register additional securities, or 
both. Post-effective amendments might also be filed 
by such registrants to correct deficiencies in their 
registration statements discovered after the 
registration statements have become effective, or to 
incorporate in the prospectus any important 
changes or developments in the business, 
operations or services of the company. Pursuant to 
section 8(c) of the 1933 Act, post-effective 
amendments are declared effective by the 
Commission or its staff pursuant to delegated 
authority. There is presently no procedure for such 
amendments to become effective through lapse of 
time. 


The number of registered investment companies, 
and thus the number of post-effective amendments 
filed by such companies, has increased over the 
years. In an effort to maintain expeditious 
processing of filings in the face of this increase, the 
Commission's Division of Investment Management 
has previously implemented several procedures. 
The first of these procedures was the two-part filing 
procedure, adopted in 1976. Under this procedure 
registrants are requested to file, two months before 
the end of their fiscal year, a post-effective 
amendment containing only the narrative portion of 
the prospectus, marked to indicate any differences 
between that filing and the registrant's most recently 
effective prospectus. The “part-two” filing, which 
registrants are asked to file following the close of the 
fiscal year, contains financial statements for the year 
and any changes made as the result of comments on 
the narrative. The two-part filing procedure was 
instituted to help ensure that any problems 
regarding disclosure in a post-effective amendment 
could be resolved in advance of its requested 
effective date.! In 1978, a procedure for “redline” 
review of post-effective filings by investment 





‘See Securities Act Release Nos. 5738 (Sept. 3, 
1976) [41 FR 39013, Sept. 14, 1976]; 5439 (Nov. 14, 
1973) [38 FR 32613, Nov. 27, 1973] and 5305 (Sept. 
21, 1972) [32 FR 20317, Sept. 29, 1972]. 
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company registrants was instituted.* Although the 
two-part filing procedure remains in effect, review of 
annual updating post-effective amendments is now 
ordinarily limited to financial statements, narrative 
material which is marked to indicate textual 
changes, and areas in which recent developments 
suggest that changes in disclosure are likely to be 
appropriate. 


While these changes have helped the Commission to 
make efficient use of its resources, the total number 
of post-effective filings made by investment 
company registrants under the 1933 Act has 
continued to increase. For this and other reasons 
there appears to be a need for further changes in 
review procedures in order to assure that the 
Commission’s resources are concentrated on those 
areas where review is necessary, and that such 
review is accomplished thoroughly, timely, and in a 
manner fair to registrants. 


Under proposed rule 465, certain routine filings 
would become effective automatically upon filing 
without prior staff review. Post-effective 
amendments which discuss material changes in 
investment company operations would continue to 
be reviewed by the staff in advance of effectiveness 
and would be the subject of staff comments. In most 
cases, however, such filings would become effective 
automatically on the sixtieth day after filing. If sucha 
filing presented serious disclosure problems, the 
provisions of the rule providing for automatic 
effectiveness might be suspended, and the 
amendment would not become effective until it was 
so declared by the Commission or the staff in 
accordance with section 8&(c). The Commission 
anticipates that the automatic effectiveness 
provisions of the rule normally would not be 
suspended unless the Commission had authorized 
an injunctive action or administrative proceeding 
against the registrant or persons associated 
therewith. Thus, the fact that automatic 
effectiveness was not suspended, and the 
amendment was permitted to become effective after 
60 days in accordance with the rule, could not 
properly be construed to mean that matters relating 
to the amendment would not be the subject of 
Commission action in the future. 


As proposed, the rule applies only to open-end 
management investment companies and_ unit 





*See Securities Act Release No. 5988 (Oct. 19, 1978) 
[43 FR 49886, Oct. 25, 1978]. 
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investment trusts, provided that they are not 
registered separate accounts of insurance 
companies as defined in section 2(a)(37) of the 
1940 Act [15 U.S.C. 80a-2(a)(37)]. Insurance 
company separate accounts have been excluded 
from the coverage of the proposed rule because their 
post-effective filings frequently contain disclosure 
about material changes in their products or about 
aspects of their operations requiring exemptive 
relief under the 1940 Act before such filings can 
become effective. Such disclosure would appear to 
require close scrutiny in the review process, which 
might not be susceptible of completion within 60 
days. Nonetheless, if the proposed rule is adopted 
and provides beneficial to registrants and the 
Commission, the Commission may later consider 
the feasibility of making it applicable to other types 
of investment company registrants. 


PROPOSED RULE AND RELATED AMENDMENTS 


The proposed rule provides that three types of post- 
effective amendments, specified in paragraph (b) of 
the rule, will become effective immediately upon 
filing with the Commission. The _ post-effective 
amendments which would become effective upon 
filing are those which are filed for no purpose except: 
(1) registering additional securities pursuant to 
section 24(e)(1) of the 1940 Act; (2) registering an 
indefinite number or amount of securities pursuant 
to section 24(f) of the 1940 Act and rule 24f-2 
thereunder; and (3) if certain conditions are met, 
updating the financial and other disclosure 
contained in the registrant's prospectus in 
accordance with section 10(a)(3) of the 1933 Act 
(“annual updating amendment”). Under paragraph 
(b)(3) of the rule, when a registrant proposes that its 
annual updating amendment is to become effective 
upon filing, the amendment must be accompanied 
by the registrant’s representation that none of the 
events specified in paragraph (b)(2) of the rule and 
discussed below, and no other material events 
requiring disclosure in the prospectus, have 
occurred since the effective date of the registrant's 
most recently effective registration statement or 
post-effective amendment containing a prospectus. 
Pursuant to paragraph (f) of the rule, these 
representations must be supported by an opinion of 
registrant's counsel, if the post-effective 
amendment was prepared or reviewed by counsel, 
that no facts have come to counsel's attention which 
would lead counsel to believe that the amendment 
could not properly be filed pursuant to paragraph 
(b). 
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Paragraph (b)(2) of the rule lists six events which 
would cause an amendment to become subject to 
staff review during the 60 days after filing pursuant 
to paragraph (a) of the proposed rule, rather than 
becoming effective immediately pursuant to 
paragraph (b). As part of its review process, the staff 
would make comments concerning post-effective 
amendments in this category, as it does now with 
respect to all types of post-effective amendments. 
As indicated above, the list set forth in paragraph 
(b)(2) is not intended to be exhaustive. A post- 
effective amendment containing disclosure about 
any other event which the registrant represents to be 
material and requiring disclosure in the prospectus 
would be subject to staff review pursuant to 
paragraph (a) of the rule. The events listed in 
paragraph (b)(2) are those which the Commission 
views as Clearly material to the investing public, or 
likely to present complex legal or factual problems 
requiring close scrutiny, and possible comments, as 
a matter of course. The Commission believes that in 
such cases the review process is necessary even 
though disclosure regarding some of these events 
may. have been reviewed in the context of proxy 
solicitation material. These events are as follows: (1) 
a termination of an investment advisory contract; (2) 
a change in the registrant’s investment objectives, in 
any of the policies listed in section 8(b)(1) of the 
1940 Act [15 U.S.C. 80a-8(b)(1)], or in any other 
investment policy which the registrant deems 
fundamental or which, pursuant to section 13 of the 
1940 Act [15 U.S.C. 80a-13], is changeable only by 
shareholder vote; (3) a suspension of sales or 
redemptions of securities issued by the registrant; 
(4) the resignation of any of the registrant’s 
directors, unless the registrant represents that the 
resignation was not due to disagreement with the 
registrant on any matter relating to the registrant’s 
operation, policies or practices; (5) a change in the 
registrant's independent public accountant, unless 
the registrant represents that there were no 
disagreements with the former accountant on any 
matter of accounting principles, practices or 
financial statement disclosures; and (6) if the 
registrant is a unit investment trust (other than one 
whose assets consist only of securities issued by a 
management investment comnpany), any 
substitution by the depositor or trustee of securities 
held by the trust with a value of 5% or more of the 
trust’s net assets. 


As stated above, the staff would review and 
comment upon those amendments which are within 
the purview of paragraph (a). As a result of 
comments, it might be appropriate for a registrant to 


1084/SEC DOCKET 


file additional amendments to reflect changes in 
disclosure suggested by the staff before the 
amendment becomes effective. It is anticipated that 
this refiling normally would occur before the 60-day 
period specified in paragraph (b) has elapsed. 
Paragraph (e) of the proposed rule provides that if a 
post-effective amendment is filed before a 
previously filed amendment has become effective, 
only the most recently filed post-effective 
amendment will become effective. Pursuant to 
paragraph (a), if the effective date is not advanced, 
the effective date of the latest amendment would be 
the sixtieth day after its filing. 


When a registrant has filed an additional 
amendment solely to make changes in disclosure 
suggested by the staff, the staff would normally 
employ the provisions of paragraph (a) of the rule to 
advance the effective date of the modified 
amendment so as to enable it to become effective on 
the sixtieth day after the original amendment was 
filed. In addition, the power to set an earlier effective 
date would be employed for filings (other than 
annual updating amendments) that are 
necessitated by changes in the registrant’s 
business, operations or services, where the changes 
are such that it would be inappropriate for the 
registrant to continue to sell shares pending 
effectiveness of the amendment containing the 
revised prospectus. In order to ensure fair and 
orderly processing, the power to set an earlier 
effective date would not be used for any other 
purpose, except in the most unusual circumstances. 
Thus, the fact that a registrant’s prospectus is, or is 
about to become, stale would not be considered 
sufficient reason for the Commission or staff to 
exercise its power to set an effective date earlierthan 
60 days after filing. Therefore, it would be imperative 
that registrants file their post-effective amendments 
at least 60 days before their prospectuses are due to 
become stale, if the amendment is of the type that 
will not become effective immediately upon filing. 


Paragraph (d) of the proposed rule provides that 
where a post-effective amendment is filed in 
accordance with the terms of paragraph (a) of the 
rule, and it appears to the Commission that the 
amendment may be incomplete or inaccurate in any 
material respect, the operation of paragraph (a) of 
the rule may be suspended. Automatic effectiveness 
of an amendment would not be suspended except on 
written notice furnished to the registrant before the 
amendment would have become effective under 
that section. 
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Paragraph (d) of the proposed rule also provides 
that, should the operation of paragraph (a) be 
suspended with respect to a post-effective filing, the 
registrant would be entitled to file at any time a 
petition for review of the suspension of automatic 
effectiveness. Such petition could be in the form ofa 
letter or other statement, but should set forth with 
particularity the facts upon which the petitioner 
relies. If the registrant so requested in the petition, 
the opportunity would be provided for presentation 
of all material facts at a hearing on the matter. The 
purpose of the hearing would be to determine 
whether suspension of the operation of paragraph 
(a) is in the public interest and required for the 
protection of investors, and whether the amendment 
should be declared effective pursuant to section 
8(c) of the 1933 Act. Once automatic effectiveness 
had been suspended with respect to a post-effective 
amendment, the amendment would thereafter 
become effective only when declared effective on a 
date determined by the Commission or the staff in 
accordance with section 8(c) of the 1933 Act (as is 
the case now for all post-effective amendments). As 
noted earlier, this power to delay effectiveness 
beyond 60 days would usually be exercised only 
where the Commission had authorized injunctive 
action or administrative proceedings against the 


registrant or persons associated with it. If a post- 
effective amendment appears to raise the possibility 
of being materially incomplete or inaccurate, but the 
Commission was not prepared at that time to take 
action against the registrant, the amendment 
normally would be allowed to become effective. If 


the Commission later determined that the 
amendment was materially incomplete or 
inaccurate, of course it would reserve the right to 
pursue available remedies when that determination 
was made. 


lf rule 465 is adopted, the staff would prepare 
notifications of effectiveness only for those 
amendments as to which the effective date had been 
advanced and those which were made effective 
following suspension of effectiveness. Thus, 
notifications of effectiveness would not be prepared 
for amendments which become effective 
automatically on the sixtieth day after filing pursuant 
to paragraph (a) or immediately upon filing pursuant 
to paragraph (b) of the proposed rule. Rule 474 
under the 1933 Act [17 CFR 230.474] states that the 
date on which amendments are actually received by 
the Commission shall be the filing date. Since 
registrants would be responsible for determining the 
effective dates of their post-effective amendments, 
they should iake into account whatever time might 
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be required for the amendments to be delivered to 
the Commission. Registrants which file 
amendments in person might wish to provide an 
extra copy of the amendmentor the cover letter to be 
date-stamped and returned to the registrant. 
Registrants which do not file their amendments in 
person at the Commission might choose to send 
their amendments by certified mail so that they 
would receive a receipt. As an alternative, a stamped 
self-addressed envelope should be sent as part of 
the filing together with a duplicate of the cover letter 
so that the duplicate could be date-stamped and 
returned to the registrant. 


To facilitate implementation of the proposed rule, it 
is proposed to amend the facing pages of Forms S-6 
and N-1 to include a question as to the provision of 
rule 465 under which the registrant intends its 
amendment to become effective. Paragraph (c) of 
the proposed rule makes such a recitation a 
condition to effectiveness under the rule. Because 
the proposed rule, if adopted, would provide the 
exclusive procedure for the review and processing of 
all post-effective amendments filed by open-end 
management investment companies and unit 
investment trusts other than registered separate 
accounts, an amendment which did not make sucha 
recitation would not be reviewed and declared 
effective by the staff as heretofore. Rather, it would 
be deemed not to have been filed and would be 
returned to the registrant. 


Registrants are reminded that, regardless of whether 
the proposed rule is adopted, the statutory burden of 
full disclosure is on the issuer, its affiliates, the 
underwriter, the accountants and others responsible 
for the filing. As a matter of law, this burden cannot 
be shifted to the Commission or its staff. 


TEXT OF THE PROPOSED RULE AND PROPOSED 
AMENDMENTS TO FORM N-1 AND FORM S-6 


|. It is proposed to amend Part 230 of Chapter II of 
Title 17 of the Code of Federal Regulations by adding 
a new §230.465 as follows: 


PART 230—GENERAL RULES AND REGULATIONS, 
SECURITIES ACT OF 1933 


§230.465 Effective date of post-effective 
amendments filed by certain registered investment 
companies. 


(a) Except as otherwise provided in this section, a 
post-effective amendment to a registration 
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statement filed by a registered open-end 
management investment company or unit 
investment trust, other than a registered separate 
account as defined in section 2(a)(37) of the 
Investment Company Act of 1940 [15 U.S.C. 80a- 
2(a)(37)], shall become effective on the sixtieth day 
after the filing thereof, unless the Commission, 
having due regard to the public interest and the 
protection of investors, declares such amendment 
effective on an earlier date. 


(b) A post-effective amendment to a registration 
statement filed by a registered open-end 
management investment company or unit 
investment trust, other than a registered separate 
account as defined in section 2(a)(37) of the 
Investment Company Act of 1940 [15 U.S.C. 80a- 
2(a)(37)], shall become effective on the date upon 
which it is filed with the Commission, provided that 
the following conditions are met: 


(1) It is filed for no purpose other than: 


(i) Increasing the number or amount of securities 
proposed to be offered pursuant to section 24(e)(1) 
of the Investment Company Act of 1940 [15 U.S.C. 
80a-24(e)(1)]; 


(ii) Registering an indefinite number or amount of 
securities pursuant to section 24(f) of the 
Investment Company Act of 1940 [15 U.S.C. 80a- 
24(f)]; and 


(iii) Bring the financial statements and other 
information up to date pursuant to section 10(a)(3) 
of the Act [15 U.S.C. 77j(a)(3)]; 


(2) Any prospectus filed as a part of such 
amendment does not include disclosure relating to 
any of the following events to the extent that such 
events have occurred since the effective date of the 
registrant’s registration statement or the effective 
date of its most recent post-effective amendment 
thereto which included a prospectus, whichever is 
later: 


(i) Termination of an investment advisory contract; 


(ii) A change in the registrant’s investment 
objectives, in any of its policies listed in section 
8(b)(1) of the Investment Company Act of 1940 [15 
U.S.C. 80a-8(b)(1)], or in any other investment 
policy which the registrant deems fundamental or 
which, pursuant to section 13 of the Investment 
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Company Act of 1940 [15 U.S.C. 80a-13], is 
changeable only by shareholder vote; 


(iii) Suspension of sales or redemptions of securities 
issued by the registrant; 


(iv) Resignation of any of the registrant’s directors, 
unless the registrant represents that such director 
did not resign due to disagreement with the 
registrant on any matter relating to the registrant’s 
operations, policies or practices; 


(v) A change in the registrant’s independent public 
accountant, unless the registrant represents that 
there were no disagreements with the former 
accountants on any matter of accounting principles 
or practices or financial statement disclosures; or 


(vi) If registrant is a unit investment trust the assets 
of which do not consist solely of securities issued by 
a management investment company, any 
substitution by the depositor or trustee of the trust of 
securities held by the trust with a value of 5% or more 
of the trust’s net assets; and 


(3) The registrant represents that no material event 
requiring disclosure in the prospectus, other than 
one listed in paragraph (b)(1) of this section, has 
occurred since the effective date of the registrant's 
registration statement or the effective date of its 
most recent post-effective amendment thereto 
which included a prospectus, whichever is later. 


(c) A post-effective amendment of a registered 
open-end management company or unit investment 
trust, other than a registered separate account as 
defined in section 2(a)(37) of the Investment 
Company Act of 1940[15 U.S.C. 80a-2(a)(37)], shall 
be deemed filed only if it recites on the facing page 
thereof the provision of this section pursuant to 
which the registrant proposes that the amendment 
will become effective. 


(d) No amendment shall become effective pursuant 
to paragraph (a) of this section if, prior to the 
effective date of such amendment, it should appear 
to the Commission that the amendment may be 
incomplete or inaccurate in any material respect, 
and the Commission furnishes to the registrant 
written notice that the operation of paragraph (a) of 
this section is to be suspended with respect to the 
amendment. Following such action by the 
Commission, the registrant may file with the 
Commission at any time a petition for review for the 
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suspension. The Commission will order a hearing on 
the matter if a request for such a hearing is included 
in the petition. If the Commission has suspended the 
operation of paragraph (a) of this section with 
respect to an amendment, the amendment shall 
become effective on such date as the Commission 
may determine, having due regard to the public 
interest and the protection of investors. 


(e) A post-effective amendment which includes a 
prospectus shall not become effective pursuant to 
paragraph (a) of this section if a subsequent post- 
effective amendment relating to such prospectus is 
filed before such amendment becomes effective. 


(f) The representations of the registrant referred to in 
paragraphs (b)(2)(iv), (b)(2)(v) and (b)(3) of this 
section shall be supported by an opinion of counsel 
to the registrant, if counsel prepared or reviewed the 
post-effective amendment, that no facts have come 
to counsel’s attention which would lead counsel to 
believe that the amendment may not properly be 
filed pursuant to paragraph (b) of this section. 


Il. It is proposed to amend Parts 239 and 274 of 


Chapter Il of Title 17 of the Code of Federal 
Regulations by: 


1. Amending the facing sheet of Form N-1 as follows: 


PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


§239.15 Form N-1 for open-end management 
investment companies registered on Form N-8A. 


PART 274—FORMS PRESCRIBED UNDER THE 
INVESTMENT COMPANY ACT OF 1940 


§274.11 Form N-1, registration statement of open- 
end management investment companies. 


Insert the following after “Approximate Date of 
Proposed Public Offering”: 


OCheck box if it is proposed that this filing will 
become effective 60 days after filing pursuant to 
paragraph (a) of Rule 465. 


OCheck box if it is proposed that this filing will 
become effective immediately upon filing pursuant 
to paragraph (b) of Rule 465. 


2. Amending the facing sheet of Form S-6 as follows: 
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§239.16 Form S-6, for unit investment trusts 
registered on Form N-8B-2. 


Insert the following after “Name and Complete 
address of agent for service”: 


OCheck box if it is proposed that this filing will 
become effective 60 days after filing pursuant to 
paragraph (a) of Rule 465. 


OCheck box if it is proposed that this filing will 
become effective immediately upon filing pursuant 
to paragraph (b) of Rule 465. 


STATUTORY AUTHORITY: The Commission hereby 
publishes for comment proposed rule 465 and 
proposed amendments to Form S-6 and Form N-1, 
pursuant to the provisions of Sections 7, 8, and 19(a) 
of the Securities Act of 1933[15 U.S.C. 77a, 77h and 
7s(a)], Sections 8 and 38(a) of the Investment 
Company Act of 1940 [15 U.S.C. 80a-8 and 80a- 
37(a)]. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16704/March 28, 1980 


The Securities and Exchange Commission 
announced pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”) a 
ten day suspension of exchange and over-the- 
counter trading for the period commencing at 12:00 
midnight (EST) on March 30, 1980 and terminating 
at midnight (EST) on April 9, 1980 unless sooner 
ordered by the Commission, of the securities of 
McDowell Enterprises, Inc. (‘McDowell’), a 
Tennessee corporation with its principal executive 
offices located at 301 Plus Park Boulevard, 
Nashville, Tennessee 37217. 


The Commission on March 11, 1980 ordered a ten 
day suspension of trading in McDowell securities to 
expire at midnight (EST) March 20, 1980 (See 
Release No. 16643/March 11, 1980). At the time of 
the order the Commission announced its concerns 
about an undisclosed accumulation of a block of 
McDowell stock by an undisclosed group of investors 
and unexplained trading in McDowell stock. 


The Commission on March 20, 1980 ordered a ten 
day suspension of trading in McDowell securities 
which will expire at midnight (EST) March 30, 1980 
(See Release No. 16682/March 20, 1980). In 
announcing that suspension, the Commission 
expressed concern over serious additional and 
separate questions concerning the possible 
disruptive impact on the trading market for 
McDowell securities resulting from the availability 
for sale of substantial block of such securities due to 
the failure of customers owning 500,000 shares of 
McDowell or 21% of the outstanding shares of 
McDowell to meet a margin call from their broker- 
dealer. 


The Commission has ordered this ten day trading 
suspension in the securities of McDowell in view of a 
contemplated Commission enforcement action to 
be filed within the suspension period which will, 
among other things, involve a plan which will provide 
for the orderly disposition of approximately 500,000 
shares of McDowell securities. Moreover, the 
Commission ordered the trading suspension at the 
request of McDowell in order that it enable the 
company to make disclosure and dissemination of 
information concerning its business operations. 
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The Commission notes that it may determine to 
terminate the suspension of trading in McDowell 
securities before the ten day suspension period 
expires, if appropriate. 


The Commission cautions broker-dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension no quotation may be entered unless and 
until they have strictly complied with all of the 
provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with 
said rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with said rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider 
the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16705/March 28, 1980 


Admin. Proc. File No. 3-5561 

In the Matter of the Applications of 
COOK & CO., INC. 

130 Merchant Street 

Honolulu, Hawaii 


and 


L. HOWARD COOK 
EDMUND C. H. HYUN 


FOR REVIEW OF DISCIPLINARY ACTION TAKE BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 
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OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—REVIEW 
OF DISCIPLINARY PROCEEDINGS 


Violations of Antifraud Provisions 
Concealment of Identity of Purchaser 


Where member firm of registered securities 
association and its president and vice president 
concealed from the seller the fact that the firm was 
seeking to purchase certain hard-to-obtain bonds 
because ofthe seller's known animosity to president, 
held, association’s finding that applicants violated 
antifraud provisions of the Securities Exchange Act, 
and its assessment of sanctions and costs, set aside, 
since no material fraud was practiced on the seller. 
Personal prejudice is not within the protective net of 
the antifraud provisions. 


APPEARANCES: 
Lawrence |. Weisman, for applicants. 


Frank J. Wilson, Andrew McR. Barnes, and Peter J. 
Chepucavage, for the National Association of 
Securities Dealers, Inc. 


Cook & Co., Inc. (“the firm’), a member of the 
National Association of Securities Dealers, Inc. 
(“NASD”), appeals from two related NASD 
disciplinary actions. L. Howard Cook (“Cook”), the 
firm’s president, and Edmund C. H. Hyun, its vice 
president, are parties to the second appeal. The 
NASD found that applicants violated Section 10(b) 
of the Securities Exchange Act and Rule 10b-5 
thereunder by using nominee accounts in an effort 
to purchase certain municipal bonds from another 
NASD member, Donald Sheldon & Co., Inc.! It 
censured applicants, suspended each of them for 
five business days, and fined the firm $3,500 and 
Cook and Hyun $500 each.? 


The NASD’s findings may be summarized as follows. 
Prior to forming his own firm, Cook was manager of 
Sheldon’s Honolulu branch office. In 1975, both 
Sheldon and Cook were involved in a lawsuit in which 
Sheldon alleged that Cook illegally conspired to use 
Sheldon’s customer lists and lure away Sheldon’s 
personnel in order to set up his own firm. The court 
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found in favor of Cook a:.u denied Sheldon’s request 
for an injunction. 


In 1976, the firm wished to purchase certain hard-to- 
obtain municipal bonds which Sheldon was 
advertising in the newspapers.? Cook and Hyun both 
knew that, in light of the antagonism between 
Sheldon and Cook, Sheldon would not sell the bonds 
to Cook & Co. They accordingly arranged for the 
purchases to be made by Virginia Krosevic, the wife 
of one of the firm’s registered representatives. 


Using her maiden name of Virginia Herman, 
Krosevic opened an account at Sheldon and 
purchased 235 of the bonds on September 10 and 
14, 1976.4 Sheldon was instructed to deliver the 
bonds to the First Hawaii Bank on a delivery against 
payment basis. However, due tothe size of the order, 
Sheldon’s branch manager checked with the bank 
and discovered that payment arrangements had 
been made by Michael Krosevic. Sheldon also 
ascertained that Krosevic was a registered 
representative of Cook & Co. It thereupon cancelled 
the purchases and refused to deliver the bonds. 


Cook & Co. had already resold the bonds to its 
customers so that Sheldon’s cancellation created a 
short position that had to be covered. In a renewed 
effort to obtain the bonds, Hyun, identifying himself 
as Isao Yamashiro, his brother-in-law, telephoned 
Sheldon and opened an account in Yamashiro’s 
name. On September 22, Hyun purchased 25 bonds 
in the Yamashiro account and, from November 18 
through November 26, made four more purchases 
totalling 25 additional bonds. On December 1, 
Sheldon discovered that Hyun was the real 
purchaser of the bonds, and cancelled the last four 
transactions. 





1The NASD’s Rules of Fair Practice do not apply to 
transactions in exempted securities such as 
municipal bonds. NASD Manual para 2004, p. 2011. 
Section 19(g)(1)(B) of the Exchange Act empowers 
the NASD to enforce compliance with the Act and the 
rules thereunder. 


7The NASD also assessed costs. 

3The bonds in question were Hawaiian Department 
of Transportation Special Facility Revenue Bonds, 
Pan American Airlines, 8%, due April 1, 2002. 
‘The total purchase price was $247,666:71. 
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Applicants dispute the NASD’s findings of fact. But, 
even assuming the accuracy of those findings, we 
are unable to conclude that the NASD’s findings of 
violation should be sustained. In our view, while the 
facts set forth above might justify a determination 
that applicants failed to observe “high standards of 


commercial honor and just and equitable principles 


of trade,” they are not a sufficient basis for 
concluding that applicants violated Section 10(b) of 
the Exchange Act and Rule 10b-5 thereunder. 


There are, of course, situations in which 
concealment of a purchaser’s true identity may 
constitute a material misstatement or omission.® But 
where, as here, applicants concealed their identities 
merely because of the seller's animosity, we are 
unable to conclude that a material deception was 
practiced on Sheldon. In our view, personal 
prejudice does not fall within the protective net of 
Rule 10b-5.°® 


Under the circumstances, we conclude that that the 
NASD’s findings of violation, and the sanctions and 
costs it assessed, must be set aside. 


An appropriate order will issue. 


By the Commission (Chairman WILLIAMS and 
Commissioners LOOMIS, EVANS and POLLACK). 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16705/March 28, 1980 


Admin. Proc. File No. 3-5561 


In the Matter of the Applications of 





See, e.g., Strong v. Repide, 213 U.S. 419, 431-434 
(1909). See also 5 Jacobs, The Impact of Rule 10b-5, 


§61.04(c)(i) (1979), and the authorities cited 
therein. 


See Barnett v. Kirshner, 527 F.2d 781, 785 (C.A. 2, 
1975). See also Niederhoffer, Cross & Zeckhauser, 
Inc. v. Telstat Systems, Inc., 436 F. Supp. 180, 187 
(S.D.N.Y., 1977). 
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COOK & CO., INC. 
130 Merchant Street 
Honolulu, Hawaii 


and 


L. HOWARD COOK 
EDMUND C. H. HYUN 


FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER SETTING ASIDE DISCIPLINARY ACTION 
TAKEN BY REGISTERED SECURITIES 
ASSOCIATION 


On the basis of the Commission's opinion issued this 
day, it is 


ORDERED that the disciplinary action taken by the 
National Association of Securities Dealers, Inc. 
against Cook & Co., Inc., L. Howard Cook and 
Edmund C. H. Hyun, and the Association’s 
assessment of costs, be, and they hereby are, set 
aside. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16706/March 28, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-80-1 


The Pacific Stock Exchange Incorporated (“PSE”) 
submitted on March 12, 1980, a proposed rule 
change under Rule 19b-4 to adopt a set of rules that 
would conform its rules on arbitration! to the 
Uniform Code of Arbitration (“Code”),? which was 





1For the PSE’s current arbitration rules, see PSE Rule 
XII. PSE Manual (CCH) paras 5300-5345, at pages 
3127-3127.7. 


The Code was published on December 28, 1978, as 
the Second Report of the Securities Industry 
Conference on Arbitration to the Securities and 
Exchange Commission. 
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drafted by the Securities Industry Conference on 
Arbitration (“SICA”),3 and which provides arbitration 
procedures for the settlement of disputes arising 
between customers and broker-dealers. 


The proposal would revoke the present PSE 
arbitration rules* and adopt the entire Code as PSE 
Rule X\il. The proposal incorporates simplified 
arbitration procedures regarding small claims not 
exceeding $2500.5 Additionally, the proposed rule 
change would apply to claims between members as 
well as to claims against members raised by 
customers and non-members.® 


The purpose of the proposal is to provide investors 
with a simple and inexpensive procedure for 
resolution of their controversies with broker-dealers 
who are members of the PSE. Further, the proposal 
anticipates that the Code will be adopted by other 
self-regulatory organizations thereby providing a 
uniform system of arbitration throughout the 
securities industry.’ 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 31, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 





3SIC was organized on April 5, 1977, pursuant to the 
Commission’s stated position that there was a need 
to implement a nationwide investor dispute 
resolution system. See Securities Exchange Act 
Release No. 12528 (June 9, 1976), 9 SEC Docket 
833 (June 23, 1976), 41 FR 23803 (June 11, 1976); 
Securities Exchange Act Release No. 13470 (April 
26, 1977), 12 SEC Docket 186 (May 10, 1977), 42 FR 
23892 (May 11, 1977). 


The SICA members consist of: the American Stock 
Exchange, Inc.; the Boston Stock Exchange, 
Incorporated; the Chicago Board Options Exchange, 
Incorporated; the Cincinnati Stock Exchange; the 
Midwest Stock Exchange, Incorporated; the 
Municipal Securities Rulemaking Board; the 
National Association of Securities Dealers, Inc.; the 
New York Stock Exchange, Inc.; the Pacific Stock 
Exchange Incorporated; the Philadelphia Stock 
Exchange, Inc., as well as the Securities Industry 
Association and three public representatives. 


‘The proposal would revoke in its entirety the 
existing PSE Rule XII, containing the procedural 
rules governing arbitration. See, supra, note 1. 
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disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-80-1. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change which are filed 
with the Commission and any person, other than 
those which may be withheld from the public in 
accordance with the provisions of 5 U.S.C. §552, will 
be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will also be 
available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








5See proposed PSE Rule XII, Section 2. 
See proposed PSE Rule 1(a). 


7The Code has already been adopted by the New 
York Stock Exchange, Inc. ((Securities Exchange Act 
Release No. 16290 (November 30, 1979), 18 SEC 
Docket 1197 (December 18, 1979)); the Cincinnati 
Stock Exchange ((Release No. 16472 (January 22, 
1980), 45 FR 2722 (January 14, 1980)); the 
American Stock Exchange, Inc. ((Release No. 16502 
(January 16, 1980), 19SEC Docket 326 (January 29, 
1980), 45 FR 5863 (January 24, 1980)); the Midwest 
Stock Exchange, Incorporated ((Release No. 16503 
(January 16, 1980), 19SEC Docket 327 (January 29, 
1980), 45 FR 5860 (January 24, 1980)); the 
Municipal Securities Rulemaking Board ((Release 
No. 16570 (February 13, 1980), 19 SEC Docket 573 
(February 26, 1980), 45 FR 11291 (February 20, 
1980)) and the Chicago Board Options Exchange, 
Incorporated ((Release No. 16606 (February 25, 
1980), 19 SEC Docket 759 (March 11, 1980), 45 FR 
15352 (March 10, 1980)). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16707/March 28, 1980 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB- 79-6) 
ORDER APPROVING PROPOSED RULE CHANGE 


On June 6, 1979, the Municipal Securities 
Rulemaking Board (the “MSRB”) filed with the 
Commission pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934, 15 U.S.C. 
78(s)(b)(1) (the “Act”) and Rule 19b-4 thereunder, 
copies of a proposed rule change to modify certain 
provisions of its customer confirmation rule, MSRB 
rule G-15.' The proposed rule change would require 
a municipal securities broker or municipal 
securities dealer, when confirming transactions 
involving callable securities, to include on the 
confirmation a statement indicating that the yield 
shown may be affected by the exercise of a call 
provision, and that information concerning call 
provisions will be provided upon request. In 
addition, the proposed rule change would provide 
that a confirmation of a transaction effected on the 
basis of dollar price, including a transaction in 
“dollar bonds,” would be required to include not only 
the dollar price at which the transaction was 
effected, but also the lowest of the resulting yield to 
premium call, par option, or maturity. Currently, 
transactions effected at a dollar price are exempted 
from the requirements in MSRB rule G-15 to show 
yield information on confirmations. 


The text of the proposed rule change is as follows: 
Rule G-15. Customer Confirmations 

(a)(i) through (vii) No change. 

(viii) yield and dollar price, as follows: 

(A) for transactions effected on a yield basis, the 


yield at which transaction was effected and the 
resulting dollar price shall be shown. Such dollar 





‘Notice of that filing was published in Securities 
Exchange Act Release No. 15938 (June 19, 1979) 44 
FR 39673 (1979)). 
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price shall be calculated to the lowest of price to 
premium call, price to par option, or price to 
maturity. In cases in which the dollar price is 
calculated to premium call or par option, this must 
be stated. 


(B) for transactions effected on the basis of dollar 
price, the dollar price at which transaction was 
effected, and the lowest of the resulting yield to 
premium call, yield to par option, or yield to maturity 
shall be shown. 


(C) for transactions at par, the dollar price shall be 
shown; 


(ix) through (xiii) No change. 
(b) No change. 


(c) In addition to the information required by 
paragraphs (a) and (b) above, each confirmation toa 
customer shall contain the following information, if 
applicable: 


(i) through (iii) No change. 


(iv) If the securities are callable, astatement thatthe 
yield set forth pursuant to subparagraph (viii) of 
paragraph (a) may be affected by the exercise of a 
call provision, and that information relating to call 
provisions is available upon request. A statement to 
the following effect will be deemed to satisfy this 
requirement: 


“Call features may exist which could affect 
yield; complete information will be provided 
upon request”; 


(v) denominations of notes and, if other than the 
following, denominations of bonds; 


(A) for bearer bonds, denominations of $1,000 or 
$5,000 par value, and 


(B) for registered bonds, denominations which are 


multiples of $1,000 par value, up to $100,000 par 
value; 


(vi) any special instructions or qualifications, or 
factors affecting payment of principal or interest, 
such as (A) “ex legal,” or (B), if the securities are 
traded without interest, “flat,” or (C) if the securities 
are in default as to the payment of interest or 
principal, “in default,” and 


(vii) such other information as may be necessary to 
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ensure that the parties agree to the details of the 
transaction. 


(d) through (h) No change. 


The Commission received four letters of comment 
on the proposed rule change. All written statements 
with respect to the proposed rule change which were 
filed with the Commission and all written 
communications relating to the proposed rule 
change between the Commission and any person 
were considered and were made available to the 
public at the Commission’s public reference room. 
The comments received focused on the proposed 
amendment which would require yield information 
on confirmations of transactions effected at a dollar 
price, which was opposed as inappropriate or 
meaningless. In addition, commenters indicated 
that a requirement to include yield information on 
confirmations of such transactions would be 
burdensome or expensive.’ 


It appears, nevertheless, that increased yield 
information on customer confirmations of 
transactions effected at a dollar price would be 
beneficial. For example, the comment letters 
received by the MSRB on its exposure draft of the 
proposed amendment to rule G-15, and those 
received by the Commission on the proposed rule 
change, indicated that the current exemption from 
the rule’s yield disclosure requirements for 
transactions effected at a dollar price has been read 
as not requiring yield information for purchases of 
securities from customers, since such transactions 
may be viewed as effected on the basis of dollar 
price. Under the proposed amendment, a 
confirmation would be required to show yield 
information as well as the dollar price paid for 
purchases of securities. It appears that providing 
such yield information to customers will permit 
them, among other things, to compare the merits of 
securities being sold with those which they 
contemplate purchasing. 


The MSRB requested a delay effective date for the 
proposed amendments in order to reduce any costs 
associated with the proposed yield disclosure 
requirement. Accordingly, the proposed rule change 
will become effective six months from the date of 





Currently, many computer-generated 
confirmations do not calculate or print yield 
information from dollar prices, while computer 
programs to calculate dollar prices from specified 
yields are standard. 
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Commission approval. This will allow municipal 
securities professionals sufficient time to reprogram 
computers or redesign confirmation forms, as 
necessary. In addition, the MSRB has stated its 
belief that calculation of approximate yield to the 
nearest five-hundreuths of a percentage point would 
be sufficient to satisfy the rule’s requirement to show 
resulting yield. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to the MSRB and, in particular, the 
requirements of Section 15B and the rules and 
regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved, 
effective with respect to transactions occurring on or 
after September 24, 1980. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16708/March 28, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-80-10 


The New York Stock Exchange, Inc. (“NYSE”) 
submitted on March 18, 1980, a proposed rule 
change under Rule 19b-4 to amend Rules 13 and 
123A.30, relating to percentage orders. The 
proposed amendments would enable a specialist to 
convert percentage orders into regular limited price 
orders to participate in trades on “zero plus” (in the 
case of buy percentage orders) and “zero minus” 
ticks (in the case of sell percentage orders) but 
would prohibit him, except in the case of ITS stocks, 
from taking on behalf of the buy percentage orders 
more than 50% of all the stock offered, or supplying, 
on behalf of the sell percentage orders, more than 
50% of all the stock bid for. 
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Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 31, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NYSE-80- 10. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission's Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16709/March 28, 1980 


In the Matter of 

AMERICAN STOCK EXCHANGE, INC. 

86 Trinity Place 

New York, New York 10006 

(SR-Amex-80-5) 

NOTICE OF FILING OF PROPOSED RULE CHANGE 


AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
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Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (“Act”), 
notice is hereby given that on March 14, 1980, the 
American Stock Exchange, Inc. (“Amex”) filed with 
the Commission copies of a proposed rule change 
which would amend Article IV, Section 1(a)(1) ofthe 
Amex Constitution to increase the number of regular 
memberships from 650 to 675. Under the Amex’s 
Membership Offering Plan (“Plan”), the 25 
additional memberships would be offered for sale to 
members and member organizations for a period of 
30 days on a first-come first-served basis. The price 
of the memberships would be an amount equal to 
the average price of the last four regular 
membership transfers (other than private sales), 
immediately preceding the date of Commission 
approval of the proposed rule change. 


Under the Plan a member or member organization 
would be able to apply for more than one 
membership. All rights and obligations currently 
applicable to existing regular members would be 
extended to the additional memberships. 


Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within 21 days from the date of this 
publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-Amex-80-5. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with .the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
Ds. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to a national securities exchange, and in 
particular, the requirements of Sections 6(b)(2) and 
6(b)(5), in that it would increase access by eligible 
persons to the exchange, and would further the 
objective of a free and open market and a national 
market system. 


The Commission finds good cause for approving the 


Volume 19, No. 15, April 15, 1980 





proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
that additional memberships will aid in the 
maintenance of fair and orderly markets by 
enhancing the ability of the Amex to accommodate 
the increased volume the exchange has been 
experiencing recently and may experience in the 
future. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16710/March 28, 1980 


A notice has been issued giving interested persons 
until April 21, 1980, to comment on the application 
of the Pacific Stock Exchange Incorporated (“PSE”) 
to withdraw the McCarthy Co., 7-1/2% convertible 
subordinated debentures due 9/1/91 from listing 
and registration on the PSE. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16711/March 31, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-80-4 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on March 27, 1980, aproposed 
rule change under Rule 19b-4 to provide plans and 
specifications for its Qualification Examination for 
Direct Participation Programs Representatives.' The 
examination would be taken by individuals seeking 
to qualify as Limited Representatives—Direct 
Participation Programs, a category of limited 
representative registration that would be authorized 
by a related pending proposed rule change (SR- 
NASD-80- 1).? 
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Publication of the submission is expected to be 
made in the Federal Register during the week of 
March 31, 1980. In order to assist the Commission in 
determining whether to approve the proposed rule 
change or to institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 30 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NASD-80-4. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. Section 552, will be 
available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
and of any subsequent amendments will be 
available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market 

Regulation pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 








The filing received from the NASD included the 
following materials: a copy of a letter from Frank J. 
McAuliffe, Director of the NASD’s Qualification 
Department, to Janet R. Zimmer, Chief ofthe Branch 
of Over-the-Counter Regulation of the Division of 
Market Regulation, dated March 26, 1980, 
concerning the proposed limited representative 
examination; a study outline prepared by the NASD 
for the limited representative examination; and 
specifications describing the examination’s areas 
and sectional weightings. 


2Notice of SR-NASD-80- 1 was given by publication of 
a Commission Release (Securities Exchange Act 
Release No. 16563, February 11, 1980, and by 
publication in the Federal Register (45 FR 10496, 
February 15, 1980). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16712/March 31, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY THE MUNICIPAL SECURITIES RULEMAKING 
BOARD 


File No. SR-MSRB-80-1 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on March 25, 1980, proposed 
rule changes under Rule 19b-4 to modify the 
requirements of MSRB rule G-12, applicable to 
interdealer confirmations, and of MSRB rule G-15, 
concerning customer confirmations, with respect to 
information to be shown on confirmations of 
transactions in callable securities. The rules 
currently provide, among other things, that if the 
dollar price is calculated to premium call or par 
option, this information must be stated on the 
confirmation. The proposed rule changes would 
provide that, in the case of transactions in callable 
securities effected on the basis of yield, where the 
price is calculated to premium call or par option, 
confirmations must set forth the date of the 
premium cal! or par option and the price at whicha 
cecurity called on that date would be redeemed by 
the issuer. 


Publication of the submission is expected to be 
made in the Federal Register during the week of April 
7, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
changes or to institute proceedings to determine 
whether the proposed rule changes should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-80-1. 


Copies of the submission and all subsequent 
amendments and copies of all written statements 
with respect to the proposed rule changes which are 


filed with the Commission and all written 
communications relating to the proposed rule 
changes between the Commission and any person, 
other than those which may be withheld from the 
public in accordance with the provisions of 5 U.S.C. 
§552, will be available for inspection and copying at 
the Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
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and of any subsequent amendments will also be 
available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16713/March 31, 1980 


A notice has been issued giving interested persons 
until April 21, 1980 to comment on the application of 
EMERSON RADIO CORPORATION to withdraw their 
common stock ($.10 Par Value) from listing and 
registration on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16714/April 1, 1980 


Admin. Proc. File No. 3-5895 
In the Matter of 


AMARILLO INVESTMENTS, INC. 
(File No. 8-22504) 
DEAN EDWARD LIVELY 


ORDER INSTITUTING PROCEEDINGS AND 
IMPOSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that public 
administrative proceedings be instituted pursuant 
to Section 15(b)(4) and 15(b)(6) of the Securities 
Exchange Act of 1934 (Exchange Act), with respect 
to Amarillo Investments, Inc. (All), a registered 
broker-dealer located in Amarillo, Texas, and Dean 
Edward Lively (Lively), All’s president, chairman of 
its board of directors, and controlling stockholder. 


Solely for the purpose of these proceedings and 
without admitting or denying any allegations, or the 
findings contained herein, All and Lively have 
consented to the findings and sanctions set forth 
below. 
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& Accordingly, IT IS ORDERED that proceedings 
pursuant to Section 15(b)(4) and 15(b)(6) of the 
Exchange Act be, and they hereby are, instituted. 


On the basis of this Order Instituting Proceedings 
and Imposing Remedial Sanctions (Order) and the 
Offer of Settlement (Offer), it is found that: 


A. From in or about July, 1978, toin or about October, 
1979, All wilfully violated and Lively wilfully aided 
and abetted violations of Section 7(c) of the 
Exchange Act and Regulation T promulgated by the 
Board of Governors of the Federal Reserve System, 
in that All arranged for the extension and 
maintenance of credit for its customers, which 
credit was used to purchase securities. 


B. All and Lively wilfully violated and wilfully aided 
and abetted violations of Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder, in 
connection with the offer, purchase and sale of 
securities. As part of the aforementioned conduct, 
All and Lively: 


(1) From in or about December, 1978 to in or about 
October 1979, failed to disclose that All charged 
both a mark-up and a commission in certain AEl 
common stock transactions; 


(2) From in or about May, 1978 to in or about 
October, 1979, failed to properly escrow the 
proceeds representing the sales of limited 
partnership interests when the offering circular 
represented that such proceeds would be properly 
escrowed; and 


(3) Other misrepresentations and omissions of 
similar purport and object. 


C. From on or about October 4, 1978 to on or about 
December 12, 1978, All and Lively wilfully violated 
and wilfully aided and abetted violations of Section 
10(b) of the Exchange Act and Rule 10b-6 
thereunder, in that All, the underwriter of a 
distribution of AEl common stock, and Lively, bid for, 
purchased, and attempted to induce persons to 
purchase such stock prior to the completion of the 
distribution. 


D. From on or about December 20, 1978 to on or 
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about October 5, 1979, All wilfully violated and 
Lively wilfully aided and abetted violations of Section 
10(b) of the Exchange Act and Rule 10b-10 
thereunder, in that All effected transactions for 
accounts of customers without giving them certain 
written confirmation disclosures. 


E. From on or about October 4, 1978 to on or about 
December 12, 1978, and from in or about 
September, 1979 to in or about October, 1979, All 
wilfully violated and Lively wilfully aided and abetted 
violations of Section 11(d) of the Exchange Act, in 
that All effected transactions in which its extended 
credit to customers on securities which were part of 
a new issue and which All had distributed as a selling 
group member. 


F. From on or about June 30, 1979 to on or about 
October 5, 1979, All wilfully violated and Lively 
wilfully aided and abetted violations of Section 
15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder, in that All effected transactions in 
securities, when its aggregate indebtedness to all 
other persons exceeded 1500 percentum of its net 
capital and it did not have and did not maintain 
minimum net capital of $25,000. 


G. From in or about May, 1978 to in or about October, 
1979, All wilfully violated and Lively wilfully aided 
and abetted violations of Section 15(c)(3) of the 
Exchange Act and Rule 15c3-3 thereunder, in that 
All effected transactions in securities, and while 
carrying margin accounts and holding customer 
funds and securities, failed to establish and 
maintain a “Special Reserve Bank Account for the 
Exclusive Benefit of Customers.” 


H. From on or about March 23, 1978 to on or about 
October 5, 1979, All wilfully violated and Lively 
wilfully aided and abetted violations of Section 17(a) 
of the Exchange Act and Rule 17a-3 thereunder, in 
that All failed to accurately make and keep current 
certain books and records. 


|. All wilfully violated and Lively wilfully aided and 
abetted violations of Section 17(a) of the Exchange 
Act and Rule 17a-11 thereunder, in that All failed to 
give telegraphic notification to the Commission and 
the Fort Worth Regional Office that: 


(1) From on or about March 23, 1978 to on or about 
October 5, 1979, it failed to make and keep current 
certain books and records; and 


(2) From on or about June 30, 1978 to on or about 
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October 5, 1979, it failed to maintain the required 
minimum net capital. 


J. In connection with the transactions set forth in 
paragraph B, the mails and means of transportation 
and communication in interstate commerce and the 
means and _ instrumentalities of interstate 
commerce were used. 


K. In connection with the transactions set forth in 
paragraphs C, D, E, F and G, the mails and means 
and instrumentalities of interstate commerce were 
used. 


IV. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offer. 
Accordingly, IT |S ORDERED that upon the effective 
date of this Order (which shall be the first Monday 
following the entry of this Order) that: 


1. The broker-dealer registration of All is revoked; 


2. Lively is suspended from association with a broker 
or dealer, investment adviser or investment 
company for a period of 180 days; 


3. For two years after the 180-day period mentioned 
above, Lively is barred from becoming associated 
with a broker or dealer, investment adviser or 
investment company in a supervisory or proprietary 
Capacity, provided however, that at the expiration of 
the two-year period he may become so associated 
upon the approval of the Commission; 


4. Lively will reimburse $12,576 to certain 
customers of All; and 


5. Lively will file an affidavit with the Fort Worth 
Regional Office stating that he has complied with 
paragraph 4 above.! 


By the Commission. 


George A. Fitzsimmons 
Secretary 








‘Lively has heretofore filed an affidavit stating that 
All has delivered out all customers’ funds and 
securities. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16715/April 1, 1980 


The Securities and Exchange Commission 
announced, pursuant to Section 12(k) of the 
Securities Exchange Act of 1934 (“Exchange Act”), 
the termination at midnight on Tuesday, April 1, 
1980 of the suspension of exchange and over-the- 
counter trading of the securities of Bache Group, 
Inc. (“Bache”), Bache Building, 100 Gold Street, 
New York, New York 10038 which was commenced 
at 2:15 p.m. (EST) on March 27, 1980. 


The Commission previously suspended trading in 
Bache securities on March 27, 1980 for one ten-day 
period. The Commission today ordered the 
termination of the suspension of trading in Bache 
securities in view of various disclosures made by 
Bache with respect to the impact of recent 
developments in the commodities markets on the 
financial condition of Bache. 


The Commission cautions brokers, dealers, 
shareholders and prospective purchasers that they 
should carefully consider the foregoing information 
along with all other currently available information 
and any information subsequently issued by the 
company. 


Furthermore, brokers and dealers should be aware 
of the fact that, pursuant to Rule 15c2-11 under the 
Exchange Act, at the termination of the trading 
suspension, no quotation may be entered unless and 
until they have strictly complied with all the 
provisions of such rule. If any broker or dealer has 
any questions as to whether or not he has complied 
with such rule, he should not enter any quotation but 
immediately contact the staff of the Division of 
Enforcement in Washington, D.C. If any broker or 
dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time 
as he has familiarized himself with such rule and is 
certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in 
violation of such rule, the Commission will consider 
the need for prompt enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16716/April 1, 1980 


An order has been issued, effective nunc pro tunc as 
of December 31, 1979, granting the application of 
the Intermountain Stock Exchange, Inc. to strike the 
common stock ($1 Par Value) of MIDWEST ENERGY 
CORPORATION from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16717/April 2, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6202/April 2, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16718/April 2, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6203/April 2, 1980 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16719/April 2, 1980 


In the Matter of 


BOSTON STOCK EXCHANGE, INC. 
53 State Street 
Boston, Massachusetts 02109 


CINCINNATI STOCK EXCHANGE, INC. 
209 Dixie Terminal Building 
Cincinnati, Ohio 45202 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60604 


PACIFIC STOCK EXCHANGE, INC. 


618 South Spring Street 
Los Angeles, California 90014 
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NATIONAL ASSOCIATION OF 
SECURITIES DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 


PLANS FILED PURSUANT TO 17 CFR §240.17d-2. 


(File Nos. 4-196, 4-273, 4-274, 4-267) 
ORDER GRANTING TEMPORARY APPROVAL 


By this Order, issued pursuant to Sections 17(d)(1) 
and 11A(a)(3)(B) of the Securities Exchange Act of 
1934 (the “Act”) (15 U.S.C. §§78q(d)(1) and 78k- 
1(a)(3)(B)), the Securities and Exchange 
Commission (the “Commission’) is hereby 
approving for a period of sixty-four (64) days the 
plans for allocating regulatory responsibilities (the 
“allocation plans”) filed pursuant to 17 CFR 
§240.17d-2 (“Section 240.17d-2”) by the National 
Association of Securities Dealers, Inc. (“NASD”) in 
conjunction with the Boston Stock Exchange, Inc. 
(“BSE”), Cincinnati Stock Exchange, Inc. (“CSE”), 
Midwest Stock Exchange, Inc. (“MSE”), and Pacific 
Stock Exchange, Inc. (“PSE”) (with the NASD, the 
“parties’”). The period of approval will thus expire on 
June 7, 1980. The responsibilities of the parties to 
the plans during this period of temporary approval 
shall be controlled by the terms of the Commission's 
September 26, 1978 order, Securities Exchange Act 
Release No. 15191 (the “September order’), 
provisionally approving the plans until June 23, 
1979. The approval period was subsequently 
extended by Securities Exchange Act Release No. 
15491 (June 21, 1979) until January 1, 1980, and by 
Securities Exchange Act Release No. 16461 
(January 2, 1980) until April 5, 1980. 


The September order conditioned further 
Commission consideration of the plans upon the 
filing of specified amendments to the plans and of 
certain supplementary materials which are 
necessary in order to identify with precision the 
responsibilities of the parties under the plans and to 
facilitate evaluation of the adequacy of the 
regulatory programs of the parties. A number of 
these required submissions were not completed in 
time to meet the filing deadline set by the staff in 
Release No. 16461. Extension of the approval period 
will permit the Commission to thoroughly analyze 
the supplementary material submitted during the 
past 30 days. 


The Commission will not consider approving these 
allocation plans without conditions until such time 
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as it is satisfied that they articulate accurately and 
completely the agreements reached by the parties 
and until such time as the supplementary materials 
identify with precision both the examination and 
enforcement responsibilities of the parties. 


During the period of provisional approval, the 
Commission will continue its on-going review of the 
performance of the parties under the plans. It may 
consider alternative allocations of responsibilities to 
those proposed, including termination of the 
approval period. In addition, the Commission may at 
any time consider alternative allocations if its review 
of the regulatory capabilities and procedures and 
staffing of the parties, or other germane factors 
which the Commission may consider under Section 
17(d) of the Act, indicates that the parties are unable 
to fulfill their responsibilities under the Act or the 
allocations plans or if the allocation of 
responsibilities in the plans becomes inconsistent 
with the Act. 


IT IS THEREFORE ORDERED, pursuant to Sections 
17(d) and 11A(a)(3)(B) of the Act (15 U.S.C. 
§§78q(d) and 78k-1(a)(3)(B)) that, for a period 
ending June 7, 1980, unless such period is 
otherwise extended by the Commission, the plans 
between the NASD and BSE, the NASD and CSE, the 
NASD and MSE, and the NASD and PSE filed 
pursuant to Section 240.17d-2 are approved subject 
to the terms and conditions set forth in this Order 
and the Commission’s September Order. 


IT IS FURTHER ORDERED that the BSE, CSE, MSE 
and PSE are relieved of those responsibilities 
allocated to the NASD by such plans as approved 
subject to the terms and conditions set forth in the 
above Commission Orders. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16720/April 2, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6204/April 2, 1980 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16721/April 3, 1980 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


File No. SR-NYSE-80-2 


ORDER INSTITUTING PROCEEDINGS TO 
DETERMINE WHETHER TO DISAPPROVE 
PROPOSED RULE CHANGE BY NEW YORK STOCK 
EXCHANGE, INC. 


Background 


Physical access annual membership was one of 
several means adopted by the New York Stock 
Exchange, Inc. (“NYSE”) to increase access to that 
exchange following the enactment of the Securities 
Act Amendments of 1975.' In approving the creation 
of annual memberships on March 7, 1978, the 
Commission found that the establishment of annual 
physical presence memberships was consistent 
with the provisions of the Securities Exchange Act of 
1934 (“Act”)? and the rules and regulations 
thereunder, particularly Section 6(b)(5) of the Act, 
and stated that in making available electronic 
access and physical presence annual 
memberships, the NYSE was providing a “means of 
increasing access to most or all of the range of 
benefits (and obligations) attendant upon ownership 
of a NYSE seat (historically limited in number).”? 





‘In December 1976, the NYSE Committee on 
Access, Report on Achieving Greater Access to the 
New York Stock Exchange (December 1976) 
recommended, among other things, that the NYSE 
create both electronic and physical access annual 
memberships, and permit equity members to lease 
seats in order to enhance “the NYSE’s ability to 
compete within the emerging national market 
system...” Id. at 8. 


715 U.S.C. §78a et seqg., as amended by the 
Securities Acts Amendments of 1975, Pub. L. No. 
94-29 (June 4, 1975), 89 Stat. 97 [1975] U.S. Code 
Cong. and Ad. News 97. 


3Securities Exchange Act Release No. 14535 (March 
7, 1978), 14 SEC Docket 383, 384 (March 21, 1978). 
At the same time, the Commission approved 
amendments to Article IX, Section (c) of the NYSE 
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Physical access members pay annual dues of 
$35,000, which entitles them to go on the trading 
floor to carry out business in any of the capacities 
available to equity members (seat-holders).* 
Presently physical access membership provides the 





Footnote 3 continued 

constitution to make a second form of annual 
membership, electronic access membership, 
available. There are currently 10 electronic access 
members. The NYSE’s rule filing (SR-NYSE-77-21) 
also proposed to establish an “options market 
maker’ annual membership and to permit equity 
members to lease their seats. The Commission 
approved the seat leasing proposal in Securities 
Exchange Act Release No. 14256 (December 12, 
1977), 42 FR 63974 (December 22, 1977). The 
options market maker proposal subsequently was 
withdrawn. Securities Exchange Act Release No. 
15026 (August 3, 1978). 


4NYSE Coristitution, Article X, Section 1(a). The dues 
were raised from $25,000 (the original. rate) to 
$35,000 on October 4, 1979, pursuant to Section 
19(b)(3)(A)(ii) of the Act (SR-NYSE-79-43). 
Securities Exchange Act Release No. 16279 
(October 15, 1979) 44 FR 60463 (October 19, 
1979). 


515 U.S.C. §78s(b)(1) (1975). 


Article IX, Section 1(b) of the NYSE constitution 
provides that the exchange’s membership shall 
include: 


such number of members of the Exchange, as the 
Board of Directors may from time totime determine, 
consistent with available physical floor space and 
facilities, each of whom shall have paid an annual 
dues, which shall entitle such member, during the 
period for which dues have been paid and while such 
member remains in good standing, to enter 
physically upon the trading floor and to have 
facilities thereon for the execution of orders. 


7Since August 31, 1979, the NYSE has approved two 
additional applications for physical access 
membership. The two additional members each 
signed an agreement acknowledging that they had 
been informed by the exchange of the pending 
membership vote on the proposed constitutional 
amendment and that if the amendment were 
approved by the Commission it could result in their 
losing all privileges as physical access members. 
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only means, other than by NYSE constitutional 
amendment, by which the number of NYSE 
members permitted to maintain physical presence 
and facilities on the NYSE trading floor can be 
increased beyond the traditional 1,366 equity 
members. 


On January 7, 1980, the NYSE filed, pursuant to 
Section 19(b)(1) of the Act,® a proposed rule change 
(SR-NYSE-80-2) to amend Article IX, Section 1(b) of 
the NYSE constitution® to limit the number of 
physical access annual memberships to no more 
than two, the number in effect on August 31, 1979. 
This resulted from a petition presented by 315 floor 
members, pursuant to Article XX, Section 3b of the 
NYSE constitution, to obtain a membership vote on 
the proposed limitation.’ The NYSE Board of 
Directors opposed the proposed constitutional 
amendment on the grounds that new forms of 
membership, including physical access annual 
membership, enhanced the public credibility of the 
NYSE and contributed significantly to the ability of 
the NYSE to take a position of initiative and 
leadership in the evolving national market system 
mandated by the Congress.® The proposed limitation 
was approved by a special membership vote on 
November 16, 1979, and on December 16, 1979, the 
NYSE Board of Directors authorized the filing of the 
proposed constitutional amendment with the 
Commission as required by Section 19(b)(1) of the 
Act.? 


Summary of Comments Received 


In filing the proposed rule change the NYSE Board of 
Directors (“Board”) determined not to take any 
position in its Form 19b-4A (the required form for 
self-regulatory organization proposed rule changes) 
as to the basis under the Act of the proposal or its 
burden on competition.'!° Extensive comments were 
filed on a Form 19b-4A by the major proponents of 
the proposed rule change, the Alliance of Floor 
Brokers, Inc. (“Alliance”), an organization of NYSE 





8NYSE Form 19b-4A, Exhibit B (Special Membership 
Bulletin at 3-4, October 5, 1979); Exhibit C (Special 
Membership Bulletin at 2, November 1, 1979). 


°Notice of the proposed rule change was given by 
publication of a Commission Release (Securities 
Exchange Act Release No. 16538) and by notice in 
the Federal Register (45 FR 7022 (January 31, 
1980)). 


lONYSE Form 19b-4A, Exhibit O, P. 
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members. The NYSE incorporated substantial 
portions of those comments into item 3 (purpose of 
the proposed rule change), item 4 (basis under the 
Act), and item 6 (burden on competition) of its Form 
19b-4A by an amendment to the Form filed with the 
Commission on January 25, 1980. Although no 
formal comments were received other than by the 
Alliance, the NYSE filed a number of attachments to 
its Form 19b-4A from which the Board's position can 
be ascertained.'! The position of the Board of 
Directors as well as the position of the proponents of 
the proposed rule change as set forth in those 
documents are summarized below. 


a. The position of the Alliance of Floor Brokers 


The Alliance states that physical access 
membership is not required by the Act!? and that 
elimination of physical access membership would 
bring the NYSE in line with other exchanges which do 
not permit this form of membership." It further 
states that the proposal would not impose a burden 
on competition not necessary or appropriate in 
furtherance of the Act because other forms of access 
to the NYSE are available through the Intermarket 
Trading System (“ITS”),!* electronic access annual 
membership, leases by equity members and 
economic access through negotiated commission 
rates.'5 The Alliance suggests that the physical 
access program, which is comprised of only four 
members, has not increased order flow to the 





These attachments are documents issued in 
connection with the membership vote or filed in the 
litigation, Higgins v. Hall (N.Y. Sup. Ct.) brought by 
certain members of the NYSE floor community in 
July 1979, to enjoin the NYSE from granting 
additional physical access memberships. The suit, 
which alleged, among other things, that physical 
access memberships were being approved despite 
the absence of sufficient space on the NYSE trading 
floor to accommodate them in contravention of 
Article IX, Section 1(b) of the NYSE constitution, was 
dismissed and summary judgment granted in favor 
of the NYSE on January 24, 1980. 


l2NYSE Form 19b-4, Exhibits K, L, M and O. 
1SNYSE Form 19b-4A, Amendment No. 1 at 15. 


“The ITS is an _ intermarket linkage system 
developed by several exchanges which links 
participating market centers and provides facilities 
and procedures for (1) routing of commitments to 
trade and administrative messages between and 
among the participants, and (2) participation, under 
certain conditions, by members of all participant 
markets in opening transactions in those markets. 
The ITS contemplates the display of composite 
quotation information on the floors of each of the 
participants (at the designated trading area) so that 
members of each participant will be. able to 
determine readily the best bid and offer for a 
particular multiply-traded security available from 
any participant. Currently, the participants inthe ITS 
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are the American Stock Exchange, Inc., Boston 
Stock Exchange, Inc., Midwest Stock Exchange, Inc., 
New York Stock Exchange, Inc., Pacific Stock 
Exchange, Inc. and Philadelphia Stock Exchange, 
Inc. Approximately 750 securities listed on the New 
York Stock Exchange or American Stock Exchange 
and traded on one or more regional exchanges are 
traded in the ITS. See Securities Exchange Act 
Release Nos. 14661 (April 14, 1978), 15058 (August 
11, 1978) and 16214 (September 21, 1979), 43 FR 
17419 and 36732, 44 FR 56069. 


ISNYSE Form 19b-4A, Amendment No. 1 at 13. With 
respect to economic access, the Alliance states: 


lf one reviews the types of access available, it 
becomes quite clear that given present competition, 
additional physical access is neither a necessary nor 
effective ingredient to the successful operation of 
the [NYSE] nor to the rights of non-members. 
Economic access is presently available to both 
members and non-members. This is available 
through the ITS, through the right to negotiate 
commissions, and through the right of non-member 
brokers to retain a portion of commissions on 
business they introduce to members or member 
organizations. 


Id. at 18. See also id. at 18-23. The Alliance states 
that it is these innovative business approaches, and 
not physical access membership, that attract 
additional order flow to the NYSE floor. Id. at 29. 
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exchange in any material respect.'* In the Alliance's 
view, the large number of equity members on the 
NYSE floor at any given time demonstrates 
competition among members and assures a fair and 
competitive price for clients and customers.!” The 
Alliance states that it is impossible to compute an 
equitable allocation of dues charged to physical 
access members and dues and other fees charged to 
equity members,'® because of the differences 
between the memberships.'? Thus, the Alliance 
believes that the proposed constitutional 
amendment would eliminate a type of membership 
which has proven a failure and which has been 
unfair in its application.”° The Alliance also suggests 
that the availability of physical access membership 
would decrease the value of equity seats. Finally, the 
Alliance urges that the NYSE trading floor is already 
overcrowded and cannot accommodate additional 
personnel.?! 


b. The position of the NYSE Board of Directors 


The NYSE Board of Directors opposes the proposed 
constitutional amendment on the grounds that, as 
part of a comprehensive effort to provide various 
forms of membership, the physical access 


membership program has eniia-iced the credibility 
of the exchange as a public institution, and that the 
proposal would not promote the best interests of the 
exchange, the membership or the investing public. 
The exchange believes that the questions raised by 
granting physical access to the NYSE trading 
facilities to qualified broker-dealers are closely 
related to, and impact upon, the resolution of much 
larger issues regarding the national market 
system.”? Contrary to the claim of the Alliance that 
there was insufficient space on the NYSE to 
accommodate additional physical access members, 
in October 1979, the NYSE Board of Directors 
determined that the NYSE floor had space and 
facilities to accommodate as many as 20 additional 
physical access members in the near term, based 
upon, among other things, its facilities upgrade 
program.” 


Just prior to the special member election in 
November 1979, John J. Phelan, Vice Chairman of 
the NYSE, issued a letter to the membership stating 
that, in his view, the proposed constitutional 
amendment would be viewed as a reactionist and 
regressive step away from the NYSE’s current image 
as a modern, progressive strongly competitive 





‘eld. at 29. 


Id. at 15. The Alliance also states that exchange 
equity members have consistently proven their 
ability to handle any increased volume. /d. at 30. 


'8/d. at 31-32. 


19For example, annual members obtain no equity or 
other transferable interest in the NYSE and are not 
permitted to lease their memberships. /d. at 32-33. 


20NYSE Form 19b-4A, Amendment No. 1 at 8, 26-27. 
The Alliance notes that presently there are only four 
physical access memberships and suggests that 
physical access membership has been a source of 
controversy and friction among members. NYSE 
Form 19b-4A, Amendment No. 1 at 31, 36. 


2INYSE Form 19b-4A, Exhibit D. 


22In creating physical access memberships in 1978, 
the NYSE Board stated that annual membership 
would increase the potential for access to the NYSE 
and encourage greater participation therein. The 
exchange urged that the creation of physical access 
membership was consistent with Section 6(b)(2) of 
the Act in enabling any qualified person to becomea 
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member of the exchange, and with Section 6(b)(5) in 
that the existence of various forms of membership 
tended to remove impediments to the mechanism of 
a free and open market. File No. SR-NYSE-77-21. 


23NYSE Form 19b-4A, Exhibit B at 3-4 (Special 
Membership Bulletin; October 5, 1979). The 
exchange notes the continuing relevance of the key 
factors which prompted it to create physical access 
membership in 1978: (i) new.forms of membership 
are essential if the exchange is to implement new 
products and meet increasing competition for order 
flow; (ii) order flow and its impact on volume are the 
major factors determining the exchange’s future 
and, therefore, will exert the major influence in 
determining the prices of regular memberships; (iii) 
easier access to the exchange should provide an 
economic incentive for new members to bring 
capital, expertise and additional business to the 
NYSE; and, (iv) easier and broader access will 
improve credibility of the exchange as a public 
institution. 


See also NYSE Form 19b-4A, Exhibit C (Special 
Membership Bulletin, November 1, 1979). 


24NYSE Form 19b-4A, Exhibit B at 1-2 (Special 
Membership Bulletin, October 5, 1979). Earlier, in 


SEC DOCKET/1103 





component of the capital raising mechanism of the 
country.?° 


3. Proceedings to Determine Whether to Disapprove 
SR-NYSE-80-2 and Grounds for Disapproval Under 
Consideration 


The Commission is instituting proceedings pursuant 
to Section 19(b)(2)(B) of the Act to determine 
whether the proposed rule change should be 
disapproved. Institution of disapproval proceedings 
appears appropriate at this time in view of the legal 
and policy issues under the Act summarized below 
raised by the proposal and does not indicate that the 
Commission has formulated any conclusions with 
respect to any of the issues involved. 


Section 19(b)(2) of the Act provides that the 
Commission must approve a proposed rule change 
of a self-regulatory organization if it finds that the 
proposal is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to the self-regulatory organization, and 
must disapprove a proposed rule change if it does 
not make these findings. In the present case, the 
applicable provision is Section 6(b) of the Act?é 
which establishes substantive requirements 
governing the rules of exchanges. The requirements 
of Section 6(b) of the Act that are particularly 
relevant to consideration of the NYSE’s physical 
access proposal are Section 6(b)(5), which requires 
that exchange rules be designed to, among other 
things, remove impediments to and perfect the 
mechanism of a free and open market and a national 
market system, and Section 6(b)(8), which requires 
that exchange rules not impose any burden on 
competition not necessary or appropriate in 
furtherance of the purposes of the Act. 


1. While the Act does not expressly require the 
creation of new types of memberships (including 
annual memberships with physical access 
privileges), an exchange may limit or eliminate 
existing forms of membership by rule only if such 
action would not impose any burden on competition 
not necessary or appropriate under Section 6(b)(8) 
of the Act.’’ It appears that the proposed rule 
change, by placing an arbitrary limit on the number 
of persons entitled to physical access under its 
annual membership program, if approved, would 
result in a burden on competition by restricting 
existing and potential competition for floor 
brokerage and other business requiring physical 
presence on the NYSE floor. Although alternative 
means of access to the NYSE exist, leasing of sets 
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from equity members is the only alternative means 
of access which provides both the ability to effect 
transactions in the NYSE and the right of physical 
presence on the NYSE trading floor.”® Leasing, 
however, does not provide the potential for 





Footnote 24 continued 


July 1979, the NYSE completed an eight month 
study of its facilities and concluded that, although 
the facilities required continued improvement, the 
exchange had facilities and services available for 
additional people on the floor. NYSE Form 19b-4A, 
Exhibit G at 5-6 (Affidavit of William M. Batten). 
These conclusions were based upon, among other 
things, the range of population on the trading floor 
over the prior 10 years; the number of available 
booths and telephone lines; the completion of recent 
safety measures which permitted a 10-20 percent 
increase in the floor population; and the NYSE’s 
facilities upgrade program which would expand 
usable floor space by approximately 20 percent. /d. 
at 6-7. The NYSE study and a _ concurrent 
moratorium on granting physical access 
memberships were prompted by member 
complaints that the floor could not physically 
accommodate additional personnel. 


25NYSE Form 19b-4A, Exhibit | (Special Membership 
Bulletin, November 9, 1979). 


7615 U.S.C. §78 f(b) (1975). See also Section 19(g) of 
the Act, 15 U.S.C. §78s(g) (1975). 


27See also Section 6(c)(4) of the Act. While that 
section permits an exchange to limit the number of 
members of the exchange (but not to decrease the 
number below that in effect on May 1, 1975), the 
Commission is empowered to amend the rules of an 
exchange (pursuant to Section 19(c) of the Act) to 
increase or remove any limitation on the number of 
memberships in such exchange if the Commission 
finds that the limitation imposes a burden on 
competition not necessary or appropriate in 
furtherance of the purposes of the Act. 


The other alternatives—routing orders on an 
intermarket basis through the ITS, obtaining 
electronic access annual membership and 
negotiative access through reduced commission 
charges—generally affect only the costs of executing 
transactions on the NYSE and are not substitutes for 
the right of physical presence on the floor. 
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increasing the number of members entitled to 
compete on the trading floor beyond the traditional 
1,366, and, therefore, is not a substitute for physical 
access membership. 


To the extent the proposed rule change does impose 
a burden on competition, the proponents of the 
proposal argue that such a burden is justified by 
space limitations on the floor of the NYSE. While the 
Act permits an exchange, subject to Commission 
action pursuant to Section 19(c), to limit the number 
of memberships and the number of personnel 
permitted on its trading floor in order, among other 
things, to assure the comfort and safety of its 
members and employees, the proposed rule 
change, by placing a permanent limitation on 
physical access membership, seems to be wholly 
unrelated to space considerations on the NYSE. It, 
thus, does not appear that the perceived burden on 
competition which would result from approval of the 
proposed rule change could be justified on that 
basis.2° For these reasons, whether the proposed 
rule change would impose a burden on competition 
inconsistent with the requirements of Section 
6(b)(8) of the Act is a ground for disapproval under 
consideration. 





The existing rule on physical access membership 
appears to be more responsive to these concerns in 
that it permits the NYSE Board of Directors to 
determine the number of physical access members 
“consistent with available physical floor space and 
facilities.” 


Section 19(b)(2) of the Act, as amended by the 
Securities Acts Amendments of 1975 (Pub. Law. 94- 
29, June 4, 1975), grants the Commission flexibility 
to determine what type of proceeding—either oral 
hearing or notice and opportunity for written 
comments—is appropriate for consideration of a 
particular proposal by a self-regulatory organization. 
See Securities Acts Amendments of 1975, Report of 
the Senate Committee on Banking, Housing and 
Urban Affairs to Accompany S.249, S. Rep. No. 75, 
94th Cong. 1st Sess. 30 (1975). 


Section 19(b)(2) requires that proceedings to 
determine whether to disapprove a proposed rule 
change be concluded within 180 days of the date of 
publication of notice of the filing of the proposed rule 
change, unless the Commission finds good cause to 
extend the time for the conclusion of such 
proceedings. 
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2. The proposed rule change, by permanently 
limiting the number of physical access 
memberships to two, irrespective of the availability 
of space and facilities on the NYSE floor, would 
appear to restrict access to the NYSE, the nation’s 
principal stock market. Thus, whether the proposed 
rule would be inconsistent with the requirements of 
Section 6(b)(5) of the Act, that the rules of an 
exchange be designed to remove impediments to 
and perfect the mechanism of a free and open 
market and a national market system, also is a 
ground for disapproval under consideration. 


Procedure; requests for written comments 


The Commission requests that interested persons 
provide written submissions of their views, data and 
arguments with respect to the concerns identified 
above. Although there do not appear to be any issues 
relevant to approval or disapproval which would be 
facilitated by an oral presentation of views, 
arguments and data, the Commission will consider, 
pursuant to Rule 19b-4, any request for an 
opportunity to make an oral presentation.” In 
particular, the Commission invites the written views 
of interested persons concerning whether the 
proposed rule change is inconsistent with the 
provisions of the Act and the rules and regulations 
thereunder, specifically Sections 6(b)(5), (8) 
discussed above. 


Interested persons are invited to submit written 
data, views and arguments regarding the proposed 
rule change by May 15, 1980.*' Any person who 
wishes to file a rebuttal to any other person’s 
submission must file their rebuttal by May 30, 1980. 
Persons desiring to submit written data, views and 
arguments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capito! Street, 
N.W., Washington, D.C. 20549. Reference should be 
made to File No. SR-NYSE-80-2. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
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amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16722/April 3, 1980 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-AMEX-80- 1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 17, 1980, the American Stock Exchange, 
Inc. (“Amex”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. §78s(b)(1) (“Act”) and Rule 19b-4 
thereunder, 17 CFR 240.19b-4, copies of a proposed 
rule change which would amend Section 122 of the 
Amex Company Guide relating to independent 
directors. The rule would recommend that every 
listed company have at least two “independent 
directors,” i.e., one who is not an officer of the 
company, who is neither related to its officers nor 
represents concentrated or family holdings of its 
shares and who, in the view of the company’s board 
of directors, is free of any relationship that would 
interfere with the exercise of independent judgment. 
The rule would further recommend that every listed 
company establish and maintain an audit 
committee composed solely of independent 
directors (“independent audit committee”). 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 16542, 
January 29, 1980) and by publication in the Federal 
Register (45 FR 8171, February 6, 1980). No 
comments were received. All written statements 
with respect to the proposed rule change which were 
filed with the Commission and all written 
communications relating to the proposed rule 
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change between the Commission and any person 
were considered and (with the exception of those 
statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission has long advocated the 
establishment of independent audit committees as 
a means of ensuring the effective corporate 
accountability of public companies.' The 
Commission believes that independent audit 
committees serve the important function of 
enhancing corporate accountability, thereby 
promoting public confidence in the integrity of the 
markets.? In particular, the Commission has urged 
strengthening the independence and vitality of 
corporate boards of directors and has suggested 
that, at least initially, those objectives could be 
achieved by amending the listing requirements of 
the self-regulatory organizations, rather than by 
direct Commission action.? Professional 





1The discovery in the mid 1970's, of questionable 
and illegal corporate payments causing breaches in 
the operation of the securities laws’ system of 
corporate disclosure dramatically illustrated the 
continuing need for developing mechanisms 
responsive to the problems of corporate 
accountability, and led to the enactment of the 
Foreign Corrupt Practices Act of 1977 (Pub. L. No. 
95-213, Tit. 1, §§102-103 (December 19, 1977)). 


2In 1940, the Commission recommended 
establishing committees composed of non-officer 
members of boards of directors who would be 
responsible for nominating and arranging the details 
of engaging auditors. Accounting Series Release No. 
19 (Dec. 5, 1940). The Commission reiterated its 
position in 1972, by endorsing the establishment by 
all publicly-held companies of audit committees 
composed of outside directors, Securities Exchange 
Act Release No. 9548 (March 23, 1972) 37 FR 6850 
(April 5, 1972), and, in 1974, by amending the proxy 
rules to require disclosure of the existence and 
composition of audit committees. Accounting Series 
Release No. 165 (December 20, 1974). See also 
Securities Exchange Act Release No. 13346 (March 
9, 1977); and “Report to Congress on the Accounting 
Profession and the Commission’s Oversight Role” 
(July 5, 1978). 


Securities Exchange Act Release No. 13346 (March 
9, 1977), 44 FR 14793 (March 16, 1977). 
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organizations such as the American Institute of 
Certified Public Accountants (“AICPA”) also have 
endorsed the establishment of independent audit 
committees.‘ 


In March 1977, the New York Stock Exchange, Inc. 
(“NYSE”) amended its rules to require that all 
domestic companies listed on the Exchange create 
and maintain audit committees composed of 
directors independent of management.® Shortly 
thereafter, the Commission wrote to the national 
securities exchanges and the National Association 
of Securities Dealers, Inc. to apprise them of the 
NYSE rule and suggest that they consider the 
feasibility of adopting a similar policy.® In response, 
the Amex Board of Directors appointed a Special 
Advisory Committee on Audit Committees 
(“Advisory Committee”) in November 1978. The 
Advisory Committee submitted its recommenda- 
tions to the Amex Board in September 1979. Among 
other things, the Advisory Committee recommended 
that the Amex adopt a rule requiring domestic listed 
companies to establish audit committees composed 
of a majority of independent directors.’ 


The recommendations of the Advisory Committee 
were considered by the Amex in formulating the 





4On December 7, 1978, the AICPA Board of Directors 
received and approved a written report from the 
Institute’s Special Committee on Audit Committees 
which concluded that the AICPA should not 
establish a requirement for audit committees 
despite its belief that audit committees are helpful to 
corporate directors and independent auditors. The 
Executive Committee of the AICPA recommended 
the establishment of audit committees by publicly- 
owned corporations generally. See AICPA “Executive 
Committee Statement on Audit Committees of 
Board of Directors” (July 1967). 


5Securities Exchange Act Release No. 13346 (March 
9, 1977) (SR-NYSE- 77-3). 


®See, e.g., letter from George Fitzsimmons to Paul 
Kolton, Amex Chairman, March 11, 1977. 


7The Advisory Committee also recommended that 
such a rule provide an exemption procedure for 
certain smaller companies. 


8For a discussion of the Commission’s endorsement 
of independent audit committees, see Securities 
Exchange Act Release No. 14970 (July 18, 1978). 
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proposed rule change. However, the proposed rule 
differs from the recommendations in two major 
respects.® First, the proposed rule would 
recommend rather than require the establishment 
of audit committees. And, second, the proposed rule 
would recommend that audit committees be 
composed entirely of independent directors rather 
than a majority of independent directors. 


While the proposed rule change would not ensure 
the establishment of independent audit committees 
by all companies listed on the Amex, it does 
represent a positive step towards attainment of that 
objective. The Amex has undertaken to evaluate the 
success of the proposed rule within one year to 
determine whether there is a need for further action. 
If the recommendation of the proposed rule is not 
embraced by a significant majority of Amex listed 
companies who currently do not have completely 
independent audit committees, the Commission 
would expect the Amex to amend its rule 
appropriately. The Commission encourages the 
other self-regulatory organizations to determine 
whether to adopt a rule requiring the establishment 
of audit committees composed entirely of members 
independent of management. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6(b)(5) and 
the rules and regulations thereunder requiring, 
among other things, that exchange rules be 
designed to remove impediments to and perfect the 
mechanism of a free and open market, to prevent 
fraudulent and manipulative acts and practices, and 
in general, to protect investors and the public 
interest. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16730/April 3, 1980 


APPLICATIONS FOR EXTENSION, SUSPENSION, OR 
TERMINATION OF UNLISTED TRADING 
PRIVILEGES 


ACTION: Notice of proposed rulemaking. 


SUMMARY: The Commission is proposing 
amendments to Rules 12f-1 and 12f-3 [17 CFR 
§§240.12f-1, f-3] under the Securities Exchange Act 
of 1934 (“Act”). If adopted, the amendments would 
require persons filing applications for extension, 
suspension, or termination of unlisted trading 
privileges to certify that notice of such applications 
has been given to certain persons specified by 
Section 12(f)(5) of the Act. This procedure would 
ensure that the notice requirements of Section 
12(f)(5) are fully satisfied. 


DATE: Comments should be submitted on or before 
May 1, 1980. 


ADDRESSES: Persons wishing to submit written 
views should file three copies thereof with George A. 
Fitzsimmons, Secretary, Securities and’ Exchange 
Commission, Room 892, 500 North Capitol Street, 
Washington, D.C. 20549. All submissions should 
refer to File No. S7-828 and will be available for 
public inspection at the Commission’s Public 
Reference Room, Room 6101, 1100 L Street, 
Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: William S. 
Muller, Division of Market Regulation, Securities and 
Exchange Commission, Washington, D.C. 20549. 
(202) 272-2415. 


SUPPLEMENTARY INFORMATION: Section 12(f)(2) 
of the Act! provides that the Commission may 
approve an application by a national securities 
exchange for the extension of unlisted trading 
privileges in a particular security if, after appropriate 
notice and opportunity for hearing, it finds that such 
extension is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
Rule 12f-1 under the Act [17 CFR 240.12f-1] governs 


the information which must be included in an. 


application for the extension of unlisted trading 
privileges. Similarly, Section 12(f)(4) of the Act? 
provides that, upon application by the issuer of any 
security for which unlisted trading privileges have 
been extended, or by any other interested person, 
the Commission may terminate or suspend unlisted 
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trading privileges if, after appropriate notice and 
opportunity for hearing, the Commission finds that 
such termination or suspension is necessary or 
appropriate in the public interest or for the 
protection of investors. Rule 12f-3 under the Act [17 
CFR 240.12f-3] prescribes the information which 
must be included in an application for the 
termination or suspension of unlisted trading 
privileges.? 


Section 12(f)(5) of the Act* governs the notice 
requirements for applications for the extension, 
suspension or termination of unlisted trading 
privileges filed under the above provisions. Section 
12(f)(5) provides: 


In any proceeding under this subsection in 
which appropriate notice and opportunity for 
hearing are required, notice of not less than ten 
days to the applicant in such proceeding, to the 
issuer of the security involved, to the exchange 
which is seeking to continue or extend unlisted 
trading privileges for such security, and to the 
exchange, if any, on which such security is 
listed and registered, shall be deemed 
adequate notice, and any broker or dealer who 
makes or creates a market for such security, 
and any ather person having a bona fide 
interest in such proceeding, shall upon 
application be entitled to be heard. 


Upon the filing of an application for the extension, 
suspension or termination, of unlisted trading 
privileges, the Commission publishes notice thereof 
by the issuance of a Commission release and by 
publication in the Federal Register at least 10 days 
prior to making a determination on the application. 
Constructive notice of applications filed under Rules 
12f-1 and 12f-3, thus, is provided to all persons. The 
Commission does not, however, provide personal 
notice to the persons described in Section 12(f)(5) 
as entitled to notice. 





115 U.S.C. §781(f)(2) (1975). 
715 U.S.C. §781(f)(4) (1975). 


3Rules 12f-1 and 12f-3 recently were amended by 
the Commission to conform the text of those rules to 
Section 12(f) of the Act, as amended by the 
Securities Acts Amendments of 1975. See 
Securities Exchange Act Release No. 16421 
(December 12, 1979), 44 FR 75133. 


*15 U.S.C. §781(f)(5) (1975). 
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In order to ensure that the notice requirements of 
Section 12(f)(5) are fully satisfied and that 
interested persons are provided the opportunity to 
comment upon any application for the extension or 
termination of unlisted trading privileges, the 
Commission is proposing to amend Rules 12f-1 and 
12f-3 under the Act to require that exchanges, when 
applying for the extension of unlisted trading 
privileges pursuant to Section 12(f)(2) of the Act, 
and issuers, when applying for the suspension or 
termination of unlisted trading privileges pursuant 
to Section 12(f)(4) of the Act, certify in their 
application that a copy of such application has been 
mailed or otherwise given to the persons required by 
Section 12(f)(5). 


Accordingly, the Commission, acting pursuant to its 
authority under Section 23(a)(1) of the Act,° 
proposes to amend Part 240 of Chapter II of Title 17 
of the Code of Federal Regulations as follows: 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1940 


1. By amending paragraph (a)(5) of §240.12f-1 and 
adding paragraph (a)(6) to read as follows: 


§240.12f-1 Applications for permission to extend 
unlisted trading privileges. 


ma? 


(5) Any other information which is deemed pertinent 
to the question of whether the continuation or 
extension of unlisted trading privileges in such 
security is consistent with the maintenance of fair 
and orderly markets and the protection of investors; 
and 


(6) That a copy of the instant application has been 
mailed, or otherwise personally provided, to the 
issuer of the securities for which unlisted trading 
privileges are.sought and to each exchange listed in 
item (3) of this section. 


2. By amending paragraph (a)(8) of §240.12f-3 and 
adding paragraph (a)(9) to read as follows: 


§240.12f-3: Termination or suspension of unlisted 
trading privileges. 


a= * 





515 U.S.C. §78(w)(a)(1). 
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(8) A brief statement of the information in the 
applicant's possession, and the sources thereof, 
with respect to (i) the extent of public trading in such 
security on such exchange, and (ii) the character of 
trading in such security on such exchange; and 


(9) A brief statement that a copy of the instant 
application has been mailed, or otherwise personally 
provided, to the exchange from which the 
suspension or termination of unlisted trading 
privileges are sought, and to any other exchange on 
which such security is listed or traded pursuant to 
unlisted trading privileges. 


* * % 
By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16731/April 3, 1980 


A notice has been issued giving interested persons 
until April 30, 1980 to comment on the Cincinnati 
Stock Exchange’s application for unlisted trading 
privileges in the common stocks of: Caesar’s World, 
Inc., $.10 Par Value, and LTV Corporation (The), $.50 
Par Value. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16732/April 3, 1980 


In the Matter of Applications of the 
PACIFIC STOCK EXCHANGE, INC. 


FOR UNLISTED TRADING PRIVILEGES 
SECURITIES EXCHANGE ACT OF 1934 


FINDINGS AND ORDER GRANTING APPLICATIONS 
FOR UNLISTED TRADING PRIVILEGES 


The Pacific Stock Exchange, Inc. (“PSE”) has filed 
applications with the Commission pursuant to 
Section 12(f)(1)(B) of the Securities Exchange Act of 
1934 (“Act”) and Rule 12f-1 [17 CFR 240.12f-1] 
thereunder, for unlisted trading privileges in the 
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following securities which are listed on one or more 
national securities exchanges: 


Total Petroleum (N.A.) Ltd. 
Common Stock, $1 Par Value (File No. 7-5501); 
and 


Jefferson-Pilot 
Common Stock, $1.25 Par Value (File No. 7- 
5502).! 


The Commission finds that approval of the PSE’s 
applications for unlisted trading privileges in these 
securities is consistent with the maintenance of fair 
and orderly markets and the protection of investors. 
As a national securities exchange, registered with 
the Commission pursuant to Section 6 of the Act, the 
PSE is subject to the provisions of paragraph (b) of 
that section, and to the Commission’s inspection 
authority and oversight responsibility under 
Sections 17 and 19 of the Act and the rules and 
regulations thereunder. In addition, transactions in 
the subject securities, regardless of the market in 
which they occur, are reported in the consolidated 
transaction reporting system contemplated by Rule 
17a-15 under the Act [17 CFR 240.17a-15]. The 
availability of last sale information for the subject 
securities should contribute to pricing efficiency 
and to ensuring that transactions on the PSE are 
executed at prices which are reasonably related to 
those occurring in other markets. Finally the 
Commission has received no comments indicating 
that the granting of these applications would not be 
consistent with the maintenance of fair and orderly 
markets and the protection of investors. The 
Commission further finds that approval of the PSE 
applications will provide increased opportunities for 
competition among brokers and dealers and among 
exchange markets consistent with the purposes of 
the Act and the objectives of the national market 
system. 


ACCORDINGLY, IT 1S ORDERED, pursuant to Section 
12(f)(1)(B) of the Act, that the applications for 
unlisted trading privileges on the Pacific Stock 
Exchange, Inc. in the above-named securities are 
hereby approved. 





‘Notice of these applications was given by 
publication in the Federal Register, 45 FR 16382 
(March 13, 1980). The Commission has received no 
comments with respect to these applications. 
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For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21498/March 28, 1980 


Administrative Proceeding File No. 3-1476 


In the Matter of 

AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 

(70-4596) 


SUPPLEMENTAL ORDER AUTHORIZING 
SOLICITATION UNDER TENDER OFFER 


By Supplemental Memorandum and Order dated 
February 13, 1980 (HCAR No. 21433), this 
Commission authorized the acquisition by American 
Electric Power Company, Inc. (“AEP”), a registered 
holding company, of the common stock of Columbus 
and Southern Ohio Electric Company (“CSOE”) 
under Sections 9(a)(1) and 10 of the Public Utility 
Holding Company Act of 1935 (“Act”). Jurisdiction 
was reserved in said order with respect to, inter alia, 
the solicitation of CSOE common stockholders 
under the tender offer. AEP has now completed the 
record concerning said solicitation, and has 
requested that the jurisdiction reserved with respect 
thereto be released. 


It appearing that the solicitation complies with the 
requirements of the Act and the rules promulgated 
thereunder: 


IT IS ORDERED that the jurisdiction heretofore 
reserved with respect to AEP’s solicitation of CSOE’s 
common shareholders under the tender offer be, 
and the same hereby is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21499/March 28, 1980 


In the Matter of 


SOUTHERN OHIO COAL COMPANY 
Post Office Box K 
Moundsville, West Virginia 26401 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44702 


(70-6409) 


NOTICE OF PROPOSED FINANCING FOR COAL 
MINING SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Ohio Power 
Company (“Ohio Power’), an electric utility 
subsidiary of American Electric Company, Inc. 
(“AEP”), a registered holding company, and 
Southern Ohio Coal Company (“SOCO”), a coal 
mining subsidiary of Ohio Power, have filed with this 
Commission an application-declaration pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6, 7,9, 10 and 12 ofthe 
Act and Rule 50 promulgated thereunder as 
applicable to the proposed transactions. All 
interested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


SOCO is engaged in the development and mining of 
coal reserves for use at Ohio Power’s Mitchell Plant 
located in Captina, West Virginia, and at its General 
James M. Gavin Plant, located in Cheshire, Ohio. The 
transaction proposed herein involves the installation 
by SOCO of additional coal preparation facilities at 
its Meigs Mine Complex located in Gallia and Meigs 
Counties in southeastern Ohio. SOCO proposes to 1) 
install at Meigs Mine No. 1 a heavy-medium cyclone 
and a froth flotation system to augment the heavy- 
medium bath preparation; 2) install at Racoon Mine 
No. 3 a froth flotation system; and 3) modify the 
Baum jig plant at Racoon Mine No. 3. These 
additions and modifications are estimated to cost 
approximately $40,600,000. 


Ohio Power and SOCO believe that the cost of the 
proposed project is justifiable on the basis of the 
anticipated savings in the cost of coal delivered to 
Ohio Power. In the case of Meigs Mine No. 1, the 
preparaticn plant additions will lead to improved 
quality of the coal and to a relative reduction in the 
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cost per million British thermal units (“MBtu”) of 
delivered coal. It is estimated that such cost in 
present-day dollars will be reduced from 181.75* per 
MBtu to 175.61* per MBtu. The Racoon Mine No. 3 
addition will cause an increase in Btu recovery and 
an estimated decline in relative delivered cost per 
MBtu in present-day dollars from 170.98* to 
157.77*. The annual savings in delivered fuel costs 
alone upon completion of the proposed projects are 
estimated to be approximately $16,674,000 at 
Capacity or planned output. Additional savings will 
accrue annually to Ohio Power through improved 
availability and lower maintenance expense of the 
Gavin Plant boilers. Although these savings are 
difficult to quantify precisely, they are conservatively 
estimated at $10 million annually. It is proposed that 
these projects will be financed through a 
combination of long-term loans and cash capital 
contributions by Ohio Power to SOCO of 
approximately $40,600,000. It is expected that Ohio 
Power will make its investment in SOCO in two 
increments, one to be made in 1980 and the second 
to be made sometime in 1981. In return for the 
loans, SOCO will issue to Ohio Power long-term 
promissory notes. Each of the notes will mature and 
become payable on December 31, 2009. 


The price at which SOCO’s coal will be sold to AEP 
system companies will not exceed the cost thereof to 
the seller. For this purpose, cost will include 
reasonable compensation for necessary capital. 


The investments made by Ohio Power in SOCO will 
be assumed to be made in the same proportion as 
the debt-equity ratio of Ohio Power at the end of the 
year prior to the investment. As of December 31, 
1979, the debt-equity ratios of Ohio Power were 
56.3% long-term debt, 11.9% preferred stock, and 
31.8% common equity. The interest rate on long- 
term debt will be equal to the effective interest cost 
of Ohio Power's last issue of First Mortgage Bonds 
prior to the investment, the preferred dividend rate 
will be equal to the dividend rate of Ohio Power's last 
issue of preferred stock prior to the investment, and 
the return on common equity will not exceed the rate 
of return on common equity specified by the Federal 
Energy Regulatory Commission (FERC) in the most 
recent wholesale rate proceeding involving Ohio 
Power. In the absence of such a determination at this 
time, it is proposed that the cost of common equity 
capital of SOCO be set at 13% until such time as 
FERC should take action specifying a rate of return in 
a wholesale rate proceeding involving Ohio Power in 
which case the rate then established by FERC shall 
then become applicable on a prospective basis to 
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the then total common equity investment of Ohio 
Power in SOCO. The allowed rate of return on 
common equity shall not be applied to any of SOCO’s 
retained earnings. No return allowance will be 
applied to such retained earnings. 


It is stated that the issuance of such securities is 
excepted from the competitive bidding 
requirements of Rule 50 by reason of paragraph 
(a)(3) thereof. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$2,500. It is stated that no state commission and no 
federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 21, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service 
(by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rules 
23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21500/March 28, 1980 


In the Matter of 


GRANITE STATE ELECTRIC COMPANY 

THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 


(70-6424) 


ORDER AUTHORIZING SHORT-TERM FINANCING 
ARRANGEMENTS AND EXEMPTION FROM 
COMPETITIVE BIDDING 


New England Electric System (“NEES”), a registered 
holding company, and its electric utility 
subsidiaries, Granite State Electric Company 
(“Granite”), The Narragansett Electric Company 
(“Narragansett”), and New England Power Company 
(“NEP”), have filed with this Commission an 
application-declaration and an amendment thereto 
pursuant to Sections 6(a), 7, 9(a), 10 and 12 of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rules 42, 45(b)(1), 50(a)(2), 50(a)(3) and 
50(a)(5) promulgated thereunder concerning the 
following transactions. 


Applicants-declarants request authorization to 
make short-term borrowings from the period April 1, 
1980 to March 31, 1981 pursuant tothe agreements 
set forth below, in the following individual maximum 
aggregate amounts outstanding at any one time: 
Granite, $2,500,000; Narragansett, $25,000,000; 
NEP, $143,000,000. The borrowings will be made 
from the banks indicated below and or from NEES. 
NEP also proposes to issue notes to dealers in 
commercial paper; the maximum amount of short- 
term borrowing authorized to be outstanding at any 
one time by NEP ($143,000,000) from banks and 
NEES will be reduced by the amount of its 
commercial paper outstanding at that time. The 
amounts shown below are the maximum face 
amounts of notes of each borrowing company to be 
held by the lenders at any one time pursuant to 
authority requested hereunder. 
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Proposed Maximum 
Short-term Debt 

to be Outstanding 
at any One Time 
During Period 
Banks or NEES 


Borrowing Company 





Granite 
The First National Bank of Boston, 
I see a $2,500,000 
Narragansett 
Industrial National Bank of Rhode Island, 
PRUMUIP TUE, oc eect c ca ca ccc este 10,000,000 
The First National Bank of Boston, 
Gee, WINS ey eae ke ecacscec cask 7,000,000 
Rhode Island Hospital Trust National Bank, 
PFOVICIENECEs Riles ccelaces bdelceseenicens 6,000,000 
Peoples Bark and Trust Company, 
PFOVIGERCE Hele sc hettcs coceeee a slau 2,000,000 
Total Narragansett $25,000,000 


Banks or NEES 
or Commercial Paper 
NEP 
Bank of America, North America Division, 

a a a ee $2,000,000 
Bank of Montreal, New York, N.Y....... 5,000,000 
Bank of Nova Scotia, Boston, Mass 
Bankers Trust Company, New York, N.Y.5,000,000 
BayBank Middlesex, Burlington, Mass. . 2,000,000 
Brown Brothers Harriman and Company, 

DN UE a wc rivics ue cee bs ces 2,000,000 
Chase Manhattan Bank, N.A., 

WO PERC crea cci cad deceecds 10,000,000 
Chemical Bank, New York, N.Y........ 10,000,000 
Citibank, N.A., New York, N.Y. ........ 15,000,000 
Continental Illinois National Bank and 

Trust Company, Chicago, III 
Credit Suisse, New York, N.Y........... 2,000,000 
The First National Bank of Boston, 

SE I ea cs owned eee ace 20,000,000 
The First National Bank of Chicago, 

ENUM xc Vesicesea css he caveived’ 2,000,000 
Hartford National Bank and Trust Co., 

ow: 4 oat rne Ser rar ere 2,500,000 
Irving Trust Company, New York, N.Y. . 10,000,000 
Lloyds Bank International, Ltd., 

ah a te» ee ee 2,000,000 
Manufacturers Hanover Trust, 

i a 10,000,000 
Marine Midland Bank, New York, N.Y... 5,000,000 
Morgan Guaranty Trust Company, 

Fe We ee ces ie eects cee es 10,000,000 
National Bank of North America, 

PO TO EG Be ihe sck viwcceess 2,000,000 
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New England Merchants National Bank, 
i ae en See 5,000,000 
Security Pacific National Bank, 
Los Angeles, CA 
Shawmut Bank of Boston, N.A., 
ee ee ares Gt 5,000,000 
State Street Bank and Trust Company, 
Gaerne We, CCS Oe agers cee aNds 3,000,000 
Worcester County National Bank, 
Worcester: MaS6: cs ice k ooo cide eee 2,500,000 
Total NEP $143,000,000 


4,000,000 





Depending upon market conditions, NEP tentatively 
plans to issue $40,000,000 of bonds and 
$35,000,000 of preferred stock during the second 
half of 1980. At such time as NEP issues either the 
bonds or the preferred stock, the $143,000,000 limit 
which it requests would be reduced by the amount of 
such issue. 


The proposed borrowings from banks and/or NEES 
will be evidenced by notes payable maturing in less 
than one year from the date of issuance, and will 
provide for prior payment in whole or in part without 
premium. The borrowings from banks require 
compensating balances (or fees in lieu thereof) and 
will bear interest at a rate not in excess of the prime 
rate in effect at the time the borrowings are made. 


The notes issued to NEES will bear interest at a rate 
not in excess of the prime rate in effect at the time 
the borrowings are made. Based on compensating 
balance requirements of about 10 to 20%, or fees 
equivalent thereto, the effective interest cost of bank 
borrowings would be approximately 21.11% to 
23.75% per annum, based on a prime rate of 19%. 
The effective interest cost on borrowings from NEES 
would be the prime rate. 


It is proposed that the borrowing companies may 
prepay their notes to NEES, in whole or in part, with 
borrowings from banks or from the sale of 
commercial paper, or that their borrowings from 
banks may be prepaid in whole or in part, with 
borrowings from NEES or from the sale of 
commercial paper. In the event bank borrowings or 
commercial paper sales are made at a higher 
interest cost, in order to prepay notes issued to 
NEES, NEES will credit the borrowers with the 
differential interest from the date of issuance of the 
new notes or commercial paper to the normal 
maturity date of the notes to NEES being prepaid. In 
the event of borrowings from NEES to prepay notes to 
banks, the interest rate of the notes issued to NEES 
will be the lower of (1) the interest rate on the notes 
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being prepaid or (2) the prime interest rate in effect, 
but with respect to (1), only to the maturity date of 
the notes so prepaid, and thereafter at the prime 
interest rate in effect at the time the new notes are 
issued. 


NEP proposes to issue and sell commercial paper 
during the period through March 31, 1981, directly 
to Lehman Commercial Paper Incorporated and/or 
A. G. Becker & Co., Incorporated and/or Salomon 
Brothers (collectively, the “Dealers”) dealers in 
commercial paper. The Dealers, as principals, will 
reoffer such commercial paper to not more than 100 
of their respective customers whose names appear 
on non-public lists prepared in advance by the 
Dealer. Prior to or concurrently with the offerings, the 
customers will be furnished current financial and 
other information with respect to the issuer. It is 
expected that such commercial paper will be held to 
maturity by the purchasers, but if a purchaser 
wishes to resell prior to maturity, the Dealer involved 
will repurchase the paper for resale to others on its 
list of customers. The commercial paper to be 
issued and sold will be in the form of unsecured 
promissory notes having varying maturities of not in 
excess of 270 days, will be in denominations of not 
less than $50,000 and will be purchased by the 
Dealers from the issuer at a discount which will not 
be in excess of the discount rate per annum 
prevailing at the date of issuance for the particular 
maturity at which prime commercial paper of 
comparable quality is sold by public utility issuers to 
commercial paper dealers. The Dealers will initially 
reoffer the commercial paper at a discount rate not 
more than 1/8 of 1% per annum less than the 
prevailing discount rate to the issuer. The effective 
interest cost to the issuer of such paper will not 
exceed the effective interest cost at the time of issue 
for borrowings from The First National Bank of 
Boston, except that, in order to obtain maximum 
flexibility, commercial paper may be issued with a 
maturity of not more than 90 days from the date of 
issue with an effective cost in excess of the effective 
interest cost from such bank. 


The proceeds from the proposed borrowings will be 
used to finance various construction projects 
through March 1981 which are expected to total 


$2,125,000 for Granite, $18,100,000 for 
Narragansett and $256, 700,000 for NEP. 


It is stated that Narragansett and NEP have each 
been authorized by their preferred stockholders to 
issue short-term unsecured indebtedness up to 20% 
of the sum of their respective principal amounts of 
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all bonds and other secured indebtedness plus 
capital, premium and retained earnings. 
Narragansett’s authorization exists through 
September 26, 1984 (HCAR No. 21228, dated 
September 26, 1979). NEP’s authorization exists 
through July 1, 1980 (HCAR No. 19595, dated June 
30, 1976). It is expected that NEP will request 
continuation of its 20% limitation. 


NEP requests an exemption from the competitive 
bidding requirements of Rule 50 for its proposed 
issuance and sale of commercial paper to Dealers 
pursuant to Rule 50(a)(5) on the ground that it is not 
practicable to sell commercial paper by competitive 
bidding. 


The Fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$3,500, including $1,500 of services to be 
performed at cost by New England Power Service 
Company, an affiliate of applicants-declarants. The 
New Hampshire Public Utilities Commission has 
authorized the proposed transactions with respect to 
Granite and NEP. No other federal or state 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of the application- 
declaration, as amended, has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21458), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that the application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that certificates thereunder shall be 
filed quarterly. 


For the Commission, by the Division of Corporate 

Regulation, pursuant to delegated authority. 
George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21501/March 28, 1980 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


GEORGIA POWER COMPANY 
Atlanta, Georgia 


GULF POWER COMPANY 
Pensacola, Florida 


MISSISSIPPI POWER COMPANY 
Gulfport, Mississippi 


(70-6414) 


ORDER AUTHORIZING ISSUANCE OF SHORT-TERM 
NOTES TO BANKS AND COMMERCIAL PAPER TO 
DEALERS; CAPITAL CONTRIBUTIONS BY PARENT 
TO SUBSIDIARIES; RESERVATION OF 
JURISDICTION 


The Southern Company (“Southern”), a registered 
holding company, and three of its subsidiaries, 
Georgia Power Company (“Georgia”), Gulf Power 
Company (“Gulf”) and Mississippi Power Company 
(“Mississippi”) have filed a joint application- 
declaration and amendments thereto with this 
Commission pursuant to Sections 6, 7, and 12 ofthe 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rules 45 and 50 promulgated thereunder 
regarding the proposed transactions. 


The applicants-declarants propose to issue and sell 
from time to time, prior to April 1, 1981, short-term 
notes to banks and commercial paper to dealers up 
to the following aggregate principal amounts at any 
one time outstanding: 


Southern 
Georgia 


$100,000,000 
615,000,000 
104,000,000 
Mississippi 65,000,000 
Such notes will be issued until March 31, 1981 as 
funds are required from time to time. 


Southern has obtained commitments from four 
international banks. Each commitment extends to 
December 31, 1980 and is subject to renewal in 
accordance with its terms. A commitment fee of 
1/4% per annum on undrawn amounts is payable for 
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each commitment. Borrowings will, at Southern’s 
option, bear interest at an effective rate of (a) 1/2% 
per annum over lender's floating prime or (b) a 
margin over the London Interbank Offered Rate 
(“LIBOR”). Swiss Bank Corporation also offers 
borrowings 1/2% per annum over its prime rate on 
the date of the advance, fixed for 90 days. The 
commitments, and the interest rates and periods 
under option (b) are: 


Commitment 
in millions 


Loans for 
Period of 


Margin Over 
Bank LIBOR 
Barclays Bank 
International 
Limited 
Credit Suisse 


$40 
$20 


30 to 180 days 
30,60 or 90 
days 

Swiss Bank 
Corporation 
Union Bank of 
Switzerland 


$20 30 to 180 days 


$20 one to six 


months 


Advances under option (b) from Credit Suisse and 
the Union Bank of Switzerland are not prepayable 


and prepayment of advances from Barclays 


International Limited and the Swiss Bank 
Corporation is conditioned on a compensatory 
premium based on the differences between the 
interest to maturity and the interest the lenders can 
earn on the prepayment, and other costs. The 
maximum term for borrowings under option (a) is 
one year, 180 days for Swiss Bank Corporation, or if 
earlier, the expiration date of the commitment. 


Assuming a prime interest rate and LIBOR rate of 
19%, the effective cost of borrowings under these 
commitments would be as follows: Under option (a), 
the effective cost from each bank would be 19.50%. 
Under option (b) the effective cost of borrowing from 
Union Bank of Switzerland would be 19.50% and 
from the other facilities, 19.75%. Southern will 
borrow from these banks under the option which 
results in the lowest effective cost for the period the 
funds are required. 


Georgia has obtained separate commitments from 
nine banks providing for revolving credits 
aggregating $400,000,000 for the period 
commencing January 1, 1980 through December 
31, 1982, as tabulated below. It also intends to 
borrow from other banks, from time to time, within 
the maximum authorization requested. 
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Bank 

Bank of America National Trust and 
Savings Association 

Bankers Trust Company 

The Chase Manhattan Bank (National 
Association) 72,000,000 

Chemical Bank 52,000,000 

Ce POR. ide carves ews see es 100,000,000 

Continental Illinois National Bank and 
Trust Company of Chicago 

Irving Trust Company 

Morgan Guaranty Trust Company of 


Commitment 


$16,000,000 
52,000,000 


32,000,000 
16,000,000 


40,000,000 
The Bank of Nova Scotia ............. 20,000,000 
$400,000,000 





The commitment of each Bank is evidenced by a 
separate agreement with Georgia. Each borrowing 
by Georgia under a revolving credit will be evidenced 
by a promissory note to be dated the date of the 
borrowing, to mature not more than 270 days (but no 
later than the expiration of the lending Bank’s 
commitment) after the date of the issue and will be 
prepayable, in whole or in part, at any time without 
penalty or premium. The revolving credits have been 
separately negotiated with each of the several Banks 
and consequently the pricing terms, interest rates 
and fees payable by Georgia in respect of each 
Bank’s commitment vary. 


Under each agreement Georgia is obligated to pay a 
commitment fee or fees. Such fees, calculated on an 
annualized basis, involve applying a defined rate to 
the Bank's total commitment, or under some 
agreements, the unborrowed portion thereof. The 
commitment rates are variously defined, some 
being fixed, others determined from time to time by 
reference to the lending banks prime rate, or a 
specified money market rate or some combination 
thereof. The individual effective commitment rates, 
computed in terms of a 19% prime rate, and 
assuming no credits for actual borrowings would 
range from .05% to 1.05%. The weighted average 
commitment fee for the entire $400 million would be 
0.8% in the first year and 0.837% thereafter, the 
increase being due to certain agreements calling for 
slightly higher commitment fee after the first year. 
Some agreements allow credits against the fees for 
deposit balances of Georgia which have not been 
adjusted for in the sample computation. 


The interest rates on borrowings are all variable and 
defined by reference to the lending bank’s prime 
rate or a money market rate, or some combination 
thereof. Some agreements include factors 
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increasing the rate after the first year, or if aggregate 
borrowings exceed a threshold. The effective cost of 
money borrowed under each agreement computed 
on the basis of a 19% prime rate and maximum 
borrowings, would range from 19% to 21.6% in the 
first year, and from 19.75% to 22.4% thereafter, with 
a weighted average cost of 20.7% in the first year, 
increasing to 21.2% in the third year. 


Georgia has the right, at any time without penalty, to 
reduce or terminate any commitment, except as to 
funds already borrowed. It expects that it will seek in 
the quarter before each anniversary date, extension 
of the present three year term for an additional year, 
on appropriate terms. 


No other long term commitments have been sought, 
but applicants, including Georgia, but excluding 
Southern, propose, within the limits to be 
authorized, to borrow from other banks by notes to 
be dated as of the date of such borrowings and to 
mature in not more than nine months after the date 
of issue, and by sale of commercial paper. In 
general, such bank borrowings will be at the prime 
rate, based on maintenance of compensating 
balances of 20% of amounts borrowed and 10% of 
amounts committed, or comparable fees in lieu of 
such balances. The effective cost, based on a 19% 
prime rate, would be 23.75%. 


The short term borrowing authorizations requested 
are predicated on 1980 budgets of the applicants, 
which include construction aggregating $675 
million for Georgia, $147 million for Gulf and $68 
million for Mississippi. Applicants do not rely on the 
short term borrowings to carry these investments. 
On the contrary, each forecasts long term financing, 
including equity investments by Southern in the 
operating subsidiaries, and pending sales of co- 
ownership interests in certain generating plants in 
the case of Georgia, to periodically retire 
accumulated short term borrowings. Applicants 
state, however, that the time of the long term 
financing, and of the closing of the property sales is 
subject to variation and that the maximum short 
term limits authorized should be sufficient to permit 
substitution of additional short term debt for the 
expected more permanent financing. Accordingly, 
they request authorizations approximating the 
budgeted gross requirements, and have obtained 
bank commitments for the bulk of that amount. 


The commercial paper will be in the form of 


promissory notes of the applicants with varying 
maturities not to exceed 270 days and not 
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prepayable. The commercial paper notes will be 
issued in denominations of not less than $50,000 
and not more than $5,000,000. The discount rate, or 
the interest rate in the case of interest bearing notes, 
(including commissions if any) will not be in excess 
of the discount rate per annum (or equivalent 
interest rate) prevailing at the date of issuance for 
prime commercial paper of comparable quality of 
the particular maturity sold by issuers thereof to 
commercial paper dealers, and no commercial 
paper notes will be issued having a maturity of more 
than 90 days at an effective interest cost which 
exceeds the effective interest cost at which the 
issuer could borrow an equal amount from banks. 


The commercial paper will be sold by applicants 
directly or through a dealer. No commission or fee 
will be payable in connection with the issuance and 
sale of commercial paper, except that in sales 
through a dealer, the dealer will reoffer such 
commercial paper at a discount rate of 1/8 of 1% per 
annum less than the prevailing interest rate to the 
issuer or at an equivalent cost if sold on an interest 
bearing basis. The names of the dealer are: The First 
Boston Corporation for Southern; Salomon Brothers 
for Georgia; and A. G. Becker & Co. Incorporated for 
Gulf and Mississippi. The commercial paper of each 
applicant will be offered by the dealer to not more 
than 200 customers of the dealer identified and 
designated in a non-public list prepared in advance 
by the dealer. Such list includes commercial banks, 
insurance companies, corporate pension funds, 
investment trusts, foundations, colleges and 
universities, municipal and state benefit funds, 
elemosynary and non-financial corporations which 
invest surplus funds in commercial paper. No sale 
will be made to any such customer unless and until it 
has received from the deaier a current report as to 
the financial position of the issuer. No additions will 
be made to such list of customers. It is expected that 
the commercial paper of the applicants will be held 
by customers to maturity, but, if they wish to resell 
prior thereto, the dealer, pursuant to a verbal 
repurchase agreement, will repurchase the 
commercial paper and reoffer the same to others on 
the customer list. 


Southern proposes to use the proceeds of its 
borrowings to the extent necessary, together with 
treasury funds and the proceeds for other external 
sources, primarily to make, from time to time, 
additional equity investments in the form of capital 
contributions to its four utility company subsidiaries 
and to make loans to Southern Company Services, 
Inc. 
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The applicants-declarants, except Southern, have 
not demonstrated immediate need to borrow the full 
amounts for which authorization has been sought; 
accordingly, the applicants-declarants, except 
Southern, will be authorized to borrow lesser 
amounts at the present time, jurisdiction being 
reserved over the remaining amounts for which 
authorization is sought. The applicants-declarants 
will be authorized to issue and sell notes to banks 
and commercial paper dealers from time to time 
through March 31, 1981 in the following maximum 
aggregate principal amounts at any one time 
outstanding: 


Southern 
Georgia 


$100,000,000 
450,000,000 
50,000,000 
50,000,000 


The fees, commissions and expenses to be incurred 
in connection with the proposed transactions are 
estimated at $3,400 in the case of Southern, $5,900 
in the case of Georgia, $1,400 in the case of Gulf and 
$1,400 in the case of Mississippi. The issuance of 
bank notes and commercial paper by Gulf has been 
authorized by the Florida Public Service 
Commission. It is stated that no other state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR Nos. 21436 and 21451), and no hearing has 
been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied with respect tothe 
issuance of notes to banks and commercial paper to 
dealers in maximum aggregate principal amounts at 
any one time outstanding of $100,000,000 in the 
case of Southern, $450,000,000 in the case of 
Georgia, $50,000,000 in the case of Gulf and 
$50,000,000 in the case of Mississippi and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted 
to become effective with respect to the issuance of 
notes to banks and commercial paper to dealers in 
maximum aggregate principal amounts at any one 
time outstanding of $100,000,000 in the case of 
Southern, $450,000,000 in the case of Georgia, 
$50,000,000 in the case of Gulf and $50,000,000 in 
the case of Mississippi. 
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IT IS ORDERED, pursuant to the applicable pro- 
visions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith with respect to the issuance of 
notes to banks and commercial paper to dealers in 
maximum aggregate principal amounts at any one 
time outstanding of $100,000,000 in the case of 
Southern, $450,000,000 in the case of Georgia, 
$50,000,000 in the case of Gulf and $50,000,000 in 
the case of Mississippi, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the 
certification thereunder with respect to the 
proposed transactions is extended so as to allow 
filing on a quarterly basis: 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the issuance of 
notes to banks and commercial paper to dealers in 
maximum aggregate principal amounts at any one 
time outstanding in excess of $450,000,000 in the 
case of Georgia, $50,000,000 in the case of Gulf and 
$50,000,000 in the case of Mississippi pending a 
showing of need to make such borrowings. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21502/March 28, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
225 Baronne Street 
New Orleans, Louisiana 70112 


(70-6429) 


NOTICE OF PROPOSAL TO ISSUE AND SELL 
COMMON STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Middle South 
Utilities, Inc. (“Middle South”), a registered holding 
company, has filed a declaration and an amendment 
thereto with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a) and 7 of the Act and Rule 
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50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the declaration, which is summarized 
below, for a complete statement of the proposed 
transaction. 


Middle South proposes to issue and sell, subject to 
the competitive bidding requirements of Rule 50 
under the Act, up to 7,000,000 authorized but 
unissued shares of its common stock, $5 par value, 
to underwriters or investment bankers who will 
promptly make a public offering thereof. If market 
conditions at the time of the offering of the securities 
are unfavorable, Middle South may request an 
exception from the competitive bidding 
requirements of Rule 50, so that the common stock 
may be offered pursuant to a negotiated 
underwriting. 


The net proceeds to be derived from the sale of the 
common stock (presently estimated to be 
approximately $91,000,000) will be applied toward 
the reduction of Middle South’s then outstanding _ 
bank loans, pursuant to the credit agreement 
between Middle South and various commercial 
banks, dated as of June 29, 1979. The amount then 
to be outstanding is estimated to be $224,000,000. 
Proceeds derived from bank borrowings are used to 
make investments in certain of Middle South's 
subsidiary companies which apply such funds to 
construction, acquisition of property or retirement of 
short-term indebtedness. 


The consolidated capitalization of Middle South and 
its subsidiaries as of December 31, 1979, was as 
follows: 


Common Stock 

Paid-in surplus 

Retained earnings 
Subsidiaries preferred stock 
Subsidiaries long-term debt 


$452,165,000 
630,450,000 
581,445,000 
524,474,000 
3,017,816,000 
$5,206, 350,000 





These amounts include term bank notes and first 
mortgage bonds issued by Middle South Energy, Inc. 
(“MSEI”), a wholly-owned subsidiary of Middle South 
whose sole function, at present, is to construct 
Grand Gulf Electric Generating Units No. 1 and No. 2 
near Port Gibson, Mississippi. As of December 31, 
1979 such bank notes due December 31, 1985 
amounted to $547 million under an $808 million 
revolving loan agreement. MSEI then also had 
outstanding $400 million principal amount of its first 
series of first mortgage bonds due 1989. Such bonds 
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are held by a group of insurance companies. In 
January, 1980 MSEI entered into an agreement with 
a group of insurance companies under which it will 
issue and sell onor prior to July 1, 1980 an additional 
$98.5 million principal amount of first mortgage 
bonds due 2000. Its common equity, supplied by 
Middle South, was about $385 million. Under a 
Capital Funds Agreement, Middle South is obligated 
to supply MSEI’s capital requirements, except to the 
extent it is obtained by MSEI from other sources. 


MSEI has covenanted with its bondholders and with 
the holders of its bank notes that Grand Gulf Unit No. 
1 will be placed in commercial operation no later 
than December 31, 1982, and, with the 
bondholders, that Grand Gulf Unit No. 2 will be 
placed in commercial operation no later than 
December 31, 1986. If either of these covenants is 
not fulfilled or if MSE! defaults with respect to either 
the bonds or the bank borrowings, MSEI’s 
outstanding obligations will become due and 
payable by MSEI and by Middle South under its 
Capital Funds Agreement, unless extensions of time 
can be arranged. MSEI has assigned, as security, to 
the banks and to the trustee for the bondholders its 
rights under its Availability Agreement with Middle 
South’s five electric utility subsidiaries. It provides 
that no later than December 31, 1982, the operating 
companies will begin paying MSE! such amounts as 
will be at least equal to MSEI’s operating expenses or 
an equivalent amount if Unit No. 1 is not in 
operation, including MSEI’s interest charges and 
depreciation expense. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that no state or federal regulatory authority, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 21, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarants at the above stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
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request. At any time after said date, the declaration, 
as amended or as it may be further amended, may 
be permitted to become effective as provided in Rule 
23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in 
this matter, including the date of the hearing and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21503/March 31, 1980 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
Four Gateway Center 
Pittsburgh, Pennsylvania 15222 


CNG PRODUCING COMPANY 

1800 Bank of New Orleans Building 
1010 Common Street 

New Orleans, Louisiana 70112 


(70-6391) 


NOTICE OF PROPOSED ACQUISITION OF OIL AND 
GAS LEASEHOLDS AND MINERAL RIGHTS FROM 
NON-AFFILIATE 


NOTICE IS HEREBY GIVEN that Consolidated 
Natural Gas Company (“Consolidated”), a registered 
holding company, and CNG Producing Company 
(“CNG Producing”), a wholly-owned gas exploration 
and development subsidiary of Consolidated have 
filed a post-effective amendment to an application- 
declaration previously filed with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 6, 7, 9(a), 10, 
12(b) and 12(f) of the Act and Rules 43, 45 and 50 
promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the amended application-declaration, 
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which is summarized below, for a complete 
statement of the proposed transaction. 


By order dated February 6, 1980 (HCAR No. 21425) 
CNG Producing was authorized to acquire certain 
properties (“Properties”) from Hidalgo-Willacy Oil 
Company (“Hidalgo”) and further authorized 
Consolidated to deliver to CNG such number of 
shares of its authorized but unissued common stock 
whose market value would, in the aggregate, have 
equaled $7,000,000. CNG Producing, in turn, would 
have: (i) delivered such shares to Hidalgo for 
distribution to the shareholders of Hidalgo, in 
exchange for the Properties and (ii) delivered to 
Consolidated in consideration for the Consolidated 
stock 70,000 shares of its own common stock, $100 
par value, at the par value thereof. 


Since the issuance of the Commission's order, the 
terms and conditions proposed for the acquisition of 
the properties have, at the instance of Hidalgo and 
its shareholders, been renegotiated. Under the 
revised terms of the contract, CNG Producing would 
acquire all of the authorized and outstanding stock 
of Hidalgo in exchange for an aggregate of $7.6 
million in cash and CNG Producing promissory 
installment notes. Consolidated is not a party to the 
contract. The notes will be payable in four equal 
annual installments, and bear interest equal to the 
prime commercial lending rate at Chase Manhattan 
Bank, N.A., New York, N.Y., in effect from time to 
time. At least 50% of such consideration is expected 
to be in cash; however, under the terms of the 
renegotiated contract, the exact amount of cash and 
notes required to be delivered will not be known to 
CNG Producing until a date not less than 15 days 
prior to closing. Any cash required by CNG 
Producing to purchase the Hidalgo stock will be 
advanced to it by Consolidated. Since the Hidalgo 
stockholders now have a taxable transaction, a new 
purchase price of $7,600,000 was negotiated, an 
increase of $600,000. 


Despite the increase in the purchase price, the 
acquisition becomes even more attractive than 
before as a result of substantial additional federal 
income tax deductions which will become available 
to CNG Producing. These deductions arise through 
the depreciation and amortization of the much 
larger tax basis acquired for the properties as a result 
of the purchase of Hidalgo stock for cash and notes. 
The tax benefit from these deductions will more than 
offset the $600,000 in additional purchase price. 
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Under the former agreement, the tax-free nature of 
the transaction gave CNG Producing a minimal 
carry-over basis from Hidalgo in the properties. 


Inasmuch as the revised contract calls for CNG 
Producing to acquire the stock of Hidalgo, Hidalgo 
will, prior to closing, have disposed of all of its 
properties other than those intended to be acquired 
by CNG under the original proposed contract. 
Simultaneously with the closing or promptly 
thereafter, Hidalgo will be merged into CNG 
Producing, CNG Producing being the surviving 
corporation, and the outstanding Hidalgo stock 
cancelled. Through this vehicle, CNG Producing will 
become owner of all the properties originally sought. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $164,600, including mineral 
consultant’s fee of $80,000, service charge of 
Consolidated Natural Gas Service Company of 
$30,000 for services performed at cost, and legal 
fees of $13,100. It is stated that no state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 23, 1980 request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
addresses and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be 
further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices or orders issued inthis matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21504/March 31, 1980 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


(70-6403) 


ORDER AUTHORIZING HOLDING COMPANY TO 
ISSUE SHORT-TERM NOTES TO BANKS AND 
COMMERCIAL PAPER TO A DEALER; ADVANCES BY 
HOLDING COMPANY TO SUBSIDIARIES 


Allegheny Power System, Inc. (“Allegheny”), a 
registered holding company, has filed an application 
and an amendment thereto with this Commission 
pursuant to Section 6(b) of the Public Utility Holding 
Company Act of 1935 (“Act”), and Rule 50 
promulgated thereunder regarding the proposed 
transactions. 


Allegheny proposes to issue and sell from time to 
time through September 30, 1981 short-term notes 
to banks and commercial paper to a dealer in a 
maximum aggregate principal amount of 
$175,000,000 at any one time outstanding. As of 
March 31, 1980 it is expected that Allegheny will 
have $25,000,000 of short-term debt outstanding 
pursuant to Commission authority which expires on 
that date. 


Allegheny proposes to borrow short-term funds 
through the issuance, reissuance, sale and renewal 
of notes to banks and commercial paper to a dealer 
or dealers in commercial paper as funds may be 
required in an amount not to exceed $175 million 
outstanding at any one time, including any notes to 
banks or commercial paper as may still be 
outstanding as of March 31, 1980. It is proposed that 
such notes and commercial paper will be issued 
from time to time and be renewed from time to time 
prior to September 30, 1981 provided that no such 
notes or commercial! paper shall mature after March 
31, 1982. 
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Each note payable to a bank will be dated as of the 
date of the borrowings which it evidences, will 
mature not more than 270 days after the date of the 
issuance or renewal thereof, will bear interest at the 
prime or equivalent interest rate of the bank at which 
the borrowing is made in effect at the time of 
issuance, or in effect from time to time, and will be 
prepayable at any time without premium or penalty. 
The name or names of the banks from which such 
borrowings are proposed to be effected (maximum 
$240 million for all companies in the Allegheny 
Power System outstanding at any one time) and the 
maximum aggregate principal amount of loans 
which may be outstanding to any one or more of the 
companies in the Allegheny Power System including 
Allegheny from each bank at any one time are as 
follows: 


Citibank, N.A., New York, New York . $40,000,000 

The Chemical Bank, New York, 
New York 

Mellon Bank, N.A., Pittsburgh, 
Pennsylvania 

Pittsburgh National Bank, 
Pittsburgh, Pennsylvania 

Manufacturers Hanover Trust Co., 
New York, New York 

Irving Trust, New York, New York 

Chase Manhattan Bank, N.A., 
New York, New York 


30,000,000 
70,000,000 
17,500,000 


75,000,000 
5,000,000 


2,500,000 
$240,000,000 


provided that the maximum amount of such 
borrowings on behalf of Allegheny at any one time 
outstanding will not, when taken together with any 
commercial paper then outstanding, be in excess of 
$175 million. 





Allegheny and its subsidiaries have established lines 
of credit with various banks for short-term 
borrowings. Balances are maintained to meet 
regular operating requirements at all of these banks 
as well as, when necessary, in connection with these 
lines of credit. Compensating cash balance 
requirements are generally either on the basis of a 
percentage of the line of credit extended by such 
bank, or a higher percentage of notes outstanding, 
whichever is greater, or a percentage of the line of 
credit plus a percentage of notes outstanding, in 
every case on an average annual basis. If such 
balances were maintained by Allegheny solely to 
fulfill compensating balance requirements for 
borrowings to be made by Allegheny the effective 
interest cost to Allegheny of issuing and selling the 
notes would be more than 23.75% on the basis of a 
prime commercial credit rate of 19.0%. 
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Certain of the banks listed above have offered to 
substitute fees for, or to be used in conjunction with 
lower compensating balances than those set forth 
above. The fee arrangements vary and would not be 
utilized unless the effective cost thereof is less than 
the compensating balance arrangement in effect at 
that bank at that time. The proposed fee 
arrangements produce an effective interest cost of 
issuing and selling the notes of between 21.59% and 
22.73% on the basis of a prime commercial rate of 
19% rather than the 23.75% effective cost resulting 
from meeting compensating balance requirements 
set forth above. 


The commercial paper will be in the form of 
promissory notes in denominations of not less than 
$50,000 nor more than $5,000,000 and will be of 
varying maturities, with no maturity more than 270 
days after the date of issue; none will be prepayable 
prior to maturity. Allegheny has designated A. G. 
Becker & Co., Incorporated as its commercial paper 
dealer. The commercial paper notes will be sold 
directly to the dealer, at a discount, not in excess of 
the discount rate per annum prevailing at the time of 
issuance for commercial paper of comparable 
quality and of the particular maturity sold by issuers 
to dealers in commercial paper. The dealer may 
reoffer the commercial paper at a discount rate of 
1/8 of 1% per annum less than the discount rate to 
Allegheny. Allegheny may issue commercial paper 
notes if (1) the interest cost thereof is equal to or less 
than the effective interest cost at which Allegheny 
could borrow the same amount from the banks 
named herein at that time or (2) Allegheny cannot at 
that time borrow the same amount for the same 
period of time from the banks named herein. The 
dealer will reoffer the commercial paper notes to not 
more than 200 of its customers, identified and 
designated in a non-public list prepared in advance. 
No sale of commercial paper of Allegheny will be 
made to any customer unless that customer has re- 
ceived up to date reports as to the Allegheny’s credit 
position. No additions will be made which would 
increase the customer list or lists which will include 
commercial banks, insurance companies, corporate 
pension funds, investment trusts, foundations, 
colleges and universities, financial companies and 
nonfinancial corporations which invest funds in 
commercial paper. It is expected that the 
commercial paper notes will be held by the dealer’s 
customers to maturity, but if the customers wish to 
resell prior to maturity, the dealer, pursuant to a 
verbal repurchase agreement, will repurchase the 
notes and reoffer them to others on said list. 
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Allegheny requests an exception from the 
competitive bidding requirements of Rule 50 for the 
proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5) thereof since it is not 
practicable to invite competitive bids for 
commercial paper and current rates for commercial 
paper for prime borrowers such as Allegheny are 
published daily in financial publications. 


Allegheny will use the proceeds of the proposed 
short-term borrowings primarily to make advances 
to Allegheny Pittsburgh Coal Company and to make 
investments in its electric utility subsidiaries to 
assist them in operating their businesses as utilities, 
including paying or prepaying short-term debt 
incurred in part to finance their construction 
programs, such investments to be in the form of 
purchases of common stock. The investments by 
Allegheny in the subsidiaries will vary, depending on 
many factors, including the level of the cost of senior 
securities, the sufficiency of rate levels to provide 
internally generated funds and support the issuance 
of senior securities and the accuracy of current 
estimates of load requirements, and for costs of 
construction expenditures which are the subject of 
continuing review. The following table sets forth the 
presently projected investments by Allegheny in the 
subsidiaries through 1981 (in millions of dollars): 


Investments 

Monongahela Power 
Company 

The Potomac Edison 
Company 

West Penn Power 
Company 


1980 1981 Total 


$25.0 $10.0 $35.0 
25.0 20.0 45.0 


20.0 25.0 45.0 
$70.0 $55.0 $125. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $10,400, including fees of $8,000 for 
rating the commercial paper. It is stated that no state 
or federal regulatory authority, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21463), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
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standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application, as amended, be granted effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application, as amended, be, and it hereby is, 
granted effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act, except that the time for filing the 
certification thereunder with respect to the 
proposed transactions is extended so as to allow 
filing on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21505/March 31, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6420) 


ORDER AUTHORIZING ELECTRIC UTILITY 
SUBSIDIARY TO ISSUE AND SELL COMMON STOCK 
TO PARENT HOLDING COMPANY 


Middle South Utilities, Inc. (‘Middle South”), a 
registered holding company, and its electric utility 
subsidiary company, Louisiana Power & Light 
Company (“LP&L”’), have filed an application- 
declaration with this Commission pursuant to 
Sections 6(a), 7, 9(a), 10 and 12(f) of the Public 
Utility Holding Company Act of 1935 (‘Act’) and 
Rule 43 promulgated thereunder regarding the 
proposed transaction. 


Louisiana has outstanding 65,140,000 shares (of an 
authorized 150,000,000 shares) of common stock, 
without nominal or par value, stated on its books at 
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$428,900,000, all of which shares are owned by 
Middle South. Louisiana now proposes to issue and 
sell to Middle South, and Middle South proposes to 
acquire, 15,152,000 additional shares of Louisiana’s 
common stock (“New Common Stock”) for an 
aggregate purchase price of $100,000,000 in cash. 


Louisiana and Middle South believe it is preferable 
for sales of the New Common Stock to be timed to 
coincide with Louisiana’s cash needs from time to 
time, which are primarily determined by the nature 
and pace of its construction program. Accordingly, 
Louisiana and Middle South propose that sales of the 
New Common Stock be effected from time to time 
through December 31, 1980, in increments to be 
determined by Louisiana and Middle South. Each 
such sale will be reported to the Commission by a 
certificate filed pursuant to Rule 24. Upon 
completion of the proposed transaction, Louisiana 
will have issued and outstanding 80,292,000 shares 
of common stock stated in its Common Stock 
Account at an aggregate of $528,900,000. Upon 
consummation of its aforesaid stock acquisition, 
Middle South proposes to charge its Investment 
Account with the amount of its cash investment, 
$100,000,000. 


Louisiana’s construction program contemplates 
expenditures of approximately $285,000,000 in 
1980, which will require funds in excess of the 
treasury funds available for that purpose. Louisiana 
intends to effect short-term borrowings in an 
aggregate principal amount not expected to exceed 
$150,000,000 at any one time outstanding during 
the remainder of 1980 pursuant to the 
Commission's orders dated December 15, 1978 
(HCAR No. 20832), January 5, 1979 (HCAR No. 
20873) and July 10, 1979 (HCAR No. 21141). It is 
proposed that the funds to be provided by the above- 
mentioned issuance and sale of the New Common 
Stock by Louisiana will be used primarily for the 
financing in part of Louisiana’s construction 
program and for the payment in part of short-term 
borrowings. 


To the extent funds are required from external 
sources to acquire the New Common Stock, Middle 
South will obtain such funds through the issuance 
and sale of its unsecured short-term promissory 
notes under a revolving credit agreement dated as of 
June 29, 1979, as amended, with a group of banks 
headed by Manufacturers Hanover Trust Company, 
New York, New York, as authorized by the 
Commission's orders dated June 7, 1979 (HCAR No. 
21093) and December 6, 1979 (HCAR No. 21332). 
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The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated at $5,000. It is stated that no state or 
federal regulatory authority, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application- 
declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21464), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21506/April 1, 1980 


In the Matter of 


CENTRAL AND SOUTH WEST FUELS, INC. 
Golden, Colorado 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 
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(70-6235) 


ORDER AUTHORIZING FUEL EXPLORATION AND ® a 


DEVELOPMENT BUDGETS 


Central Power and Light Company (“CPL”), Public 
Service Company of Oklahoma (‘‘PSO”), 
Southwestern Electric Power Company (“SWEPCO”) 
and West Texas Utilities Company (“WTU”), each an 
electric utility subsidiary of Central and South West 
Corporation (“CSW”), a registered holding company, 
together with Central and South West Fuels, Inc. 
(“CSWF”), a fuel subsidiary of CPL, PSO, SWEPCO 
and WTU, and Ash Creek Mining Company, a mining 
subsidiary of PSO, have filed with this Commission 
post-effective amendments to their application- 
declaration previously filed and amended pursuant 
to Sections 9(a), 10, 12 and 13 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 90- 
95 promulgated thereunder concerning the 
following proposed transactions. 


By series of order dated December 28, 1978, March 
30, 1979, May 11, 1979, May 31, 1979, June 28, 
1979, July 31, 1979, and October 31, 1979 (HCAR 
Nos. 20864, 20983, 21046, 21071, 21124, 21165 
and 21234), applicants-declarants were authorized 
fuel exploration and development budgets for the 
period January 1, 1979, through March 31, 1980. 


By post-effective amendment applicants-declarants 
request fuel exploration and development 
expenditure authorizations for the period April 1, 
1980, through March 31, 1981, in the following 
amounts: 


$18,846,000 
21,740,000 
29,019,000 


$72,996,000 


The CSWF $18,846,000 budget authorization is 
composed as follows: Lignite Projects, $13,810,000; 
Coal Projects, $3,605,000; Uranium Projects, 
$65,000; General and Administrative, $1,208,000; 
and Other Expenditures, $158,000. The Lignite 
Projects authorization includes allocations among 
its activities as follows: Cass-Morris Area (Texas), 
$90,000; Dolet Hills Area (Louisiana), $4,000,000; 
Karnack-Woodlawn Area (Texas), $1,920,000; 
South Hallsville Area (Texas), $3,500,000; Walker- 
Grimes Area (Texas), $2,750,000; and other lignite 
prospects, $1,550,000 (primarily for engineering 
studies, evaluation and verification of lignite areas 
which have been or may be offered to CSWF, 
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including expenses necessary for analysis of drilling 
results and other submittals to CSWF). 


At December 31, 1979, the Cass-Morris prospect 
involved 12,800 net acres. The only expenditure 
during the budget period will be $90,000 to maintain 
existing leases; no development, engineering or 
geological work will be undertaken. 


At December 31, 1979, the Dolet Hills prospect 
involved 22,000 acres. The fuel from this prospect is 
planned to be used for a 640 MW unit to be owned in 
equal shares by SWEPCO and Central Louisiana 
Electric Company (“CLECO”), a non-affiliated utility. 
No lignite from this prospect will become available to 
CSW operating companies, and SWEPCO will 
reimburse CSWF for all exploration and 
development expenditures related thereto. SWEPCO 
will be reimbursed by CLECO for 50% of such 
expenditures. Of the budgeted amount it is expected 
that $2,335,000 will be expended on land 
acquisition and maintenance, $915,000 for 
engineering expenses and $750,000 for geological 
work. 


At December 31, 1979, the Karnack-Woodlawn 
prospect involved 35,236 acres. Of the budgeted 
amount it is expected that $733,000 will be 
expended for new leases and $425,000 will be 
expended for collecting environmental data 
necessary to apply for a mine permit. CSWF also 
plans to continue its development drilling program 
in this prospect, to continue engineering work 
(including mapping and surveying) and to continue 
work on the preliminary mine plan. 


At December 31, 1979, the South Hallsville prospect 
involved 40,395 acres. SWEPCO owns all CSW 
interests in this area and will reimburse CSWF for all 
exploration and development expenditures related 
thereto. The fuel from this prospect is planned to be 
used for a 640 MW unit to be owned solely by 
SWEPCO. Of the budgeted amount it is expected that 
$400,000 will be expended on continued work on the 
mine permit and work on selecting a mining 
contractor, and $3,100,000 will be expended on 
further land acquisition and relocating pipelines 
running through the prospect so that they will not 
interfere with surface mining. 


At December 31, 1979, the Walker-Grimes prospect 
involved 50,748 acres. Of the budgeted amount it is 
estimated that $850,000 will be expended on further 
land acquisitions. The balance will be expended to 
complete drilling on the eastern half of the prospect, 
begin drilling on the western half thereof, and to do 


Volume 19, No. 15, April 15, 1980 


mapping, surveying and preliminary work for amine 
plan. 


The $3,605,000 CSWF Coal Projects budget 
includes $105,000 for engineering and feasibility 
studies related to coal projects which have been or 
may be offered to CSWF during the budget period. 
The remaining $3,500,000 is for the further 
acquisition of acreage ($2,000,000) in the New 
Castle-Crystal Falls Area (Texas), and the further 
development, drilling analyses, mapping, surveying 
and preparing a preliminary mine plan of said 
prospect ($1,500,000). The prospect at December 
31, 1979, involved 34,762 acres, and preliminary 
analyses had indicated that coal may exist in the 
area in sufficient quantity to fuel a large generating 
plant. 


The $65,000 CSWF Uranium Projects budget 
consists of $30,000 for state lease payments and 
$35,000 for assessment work on unpatented mining 
claims for PSO’s uranium holdings. The $1,208,000 
CSWF General and Administrative budget includes 
office rent and salaries for personnel for work which 
cannot be designated for a specific prospect. The 
$158,000 CSWF Other Expenditures budget consisis 
of $127,000 for legal fees and other costs related to 
negotiating coal purchases for Oklaunion Unit No. 1, 
and $31,000 for legal fees and other work related to 
entering into a contract for uranium for PSO’s Black 
Fox Station. 


CPL, PSO and SWEPCO request expenditure 
authorizations of $21,740,000, $29,019,000 and 
$3,391,000, respectively (excluding any allowance 
for funds used during construction), for the 12- 
month period ending March 31, 1981, for oil and gas 
exploration and development activities to be 
conducted by them unilaterally or with non-affiliated 
entities. CPL, PSO and SWEPCO propose to continue 
severally to acquire leasehold interests and surface 
titles, to dispose of interests deemed not attractive or 
appropriate to their needs, to conduct geological 
evaluation and testing, to drill exploratory and 
development wells, to operate wells, to acquire and 
operate gathering and pipeline facilities in 
connection with gas or oil wells in which any of them 
has a participation, to arrange for any necessary 
treatment or processing and to make incidental 
sales of products or by-products where no use can 
feasibly be made of them. Activities may be entered 
into through joint ventures, partnerships or other 
non-affiliated entities and may involve farm-ins, 
farm-outs, bottom-hole or dry-hole contributions 
and other transactions. 
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At December 31, 1979, CPL had acquired 
leaseholds containing estimated proven reserves of 
28,914,000 mcf of gas and 318,000 barrels of oil. Of 
the budgeted amount CPL expects to spend 
$20,990,000 for new exploration and development 
and $750,000 for exploration and development of 
old areas. Of its budgeted amount PSO plans to 
expend $25,250,000 for further exploration in its 
programs in the Anadarko and Arkoma areas in 
Oklahoma and $3,769,000 for new exploration. 
SWEPCO’'s budget contemplates the continued 
development of three of its prospect areas, and no 
new exploration is being budgeted. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$5,000, including legal fees of $2,000. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21468), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





1126/SEC DOCKET 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21507/April 2, 1980 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5943) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
COMMON STOCK PURSUANT TO DIVIDEND 
REINVESTMENT AND STOCK PURCHASE PLAN 


NOTICE IS HEREBY GIVEN that American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application-declaration 
previously filed and amended pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a) and 7 of the Act and Rule 
50 as promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, as amended 
by said post-effective amendment, which is 
summarized below, for a complete statement of the 
proposed transaction. 


By orders dated February 8, 1977, April 19, 1978, 
March 29, 1979 and August 8, 1979 (HCAR Nos. 
19879, 20506, 20979 and 21180) AEP was 
authorized to issue and sell, from time to time 
through April 30, 1980, up to 7,000,000 shares of its 
authorized but unissued common stock pursuant to 
its dividend reinvestment and stock purchase plan 
(“Plan”). AEP states that through March 11, 1980, a 
total of 5,695,467 shares had been issued and sold, 
leaving a balance of 1,304,533 shares available for 
issuance and sale. 


The Plan basically provides that a participant may 
(1) purchase shares of common stock from AEP 
quarterly by automatically reinvesting cash 
dividends on all or less than all (a specified number) 
of shares of common stock registered in his name, or 
(2) purchase shares of common stock from AEP as 
often as once a month by making optional cash 
payments up to a maximum of $5,000 per calendar 
quarter, or (3) do both. The price of shares 
repurchased with reinvested cash dividends is 95% 
of the average of the daily high and low sales prices 
of AEP’s common stock for the five trading days 
ending on the day of purchase. All full-time 
employees of AEP system companies may enroll in 
the P'an to purchase shares of common stock with 
optional cash payments even though they are not 
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registered holders of any shares of AEP common 
stock, and, if they wish, may arrange to make 
optional cash payments through regular payroll 
deductions. The minimum monthly deduction is $5 
and the maximum is 10% of regular salary or wages 
or $1,000, whichever is less. No _ brokerage 
commissions or service charges are paid by 
participants in connection with purchases in the 
Plan. All costs of administration of the Plan are paid 
by AEP. A participant may change his option under 
the Plan at any time and may withdraw from the Plan 
at any time by giving written notice to the Morgan 
Guaranty Trust Company of New York (the “Agent”). 
Unless the Agent is otherwise directed, the 
participant, upon withdrawal, receives a certificate 
for all whole shares credited to his account and a 
cash payment for the value of any fractional share. 


By post-effective amendment, AEP proposes to 
issue and sell, from time to time through June 30, 
1981, up to an additional 5,000,000 shares of its 
autorized unissued common stock, $6.50 par value. 


It is stated that the amounts of dividends reinvested 
each quarter under the Plan have grown 
continuously. The following table shows the actual 
amounts of dividends reinvested each quarter under 
the Plan during 1978, 1979 and the first quarter of 


1980, and the amounts of dividends that may be 
reinvested (assuming continuation of the trend and 
without giving effect to the possible acquisition by 
AEP of Columbus and Southern Ohio Electric 
Company (CSOE)) during the remainder of 1980 and 
the first two quarters of 1981, based on a straight- 
line projection of the 1978-1980 data: 


Actual 
1978 


Quarter 
Ended 


Actual Projected 
1979 1980 
(In thousands) 
$6,517 $9,951* $12,100 
$7,246 $10,100 $12,700 
$7,700 $10,800 — 
$9,176 $11,400 = 


Projected 
1981 


Mar. 
June 
Sept. 
Dec. 
*Actual 


Although the actual amount of reinvested dividends 
may vary from the above projections, approximately 
$57,100,000 of dividends may be reinvested during 
such period, requiring the issuance of up to 
3,700,000 shares of common stock (based on 95% 
of the March 20, 1980 closing price of $16-1/4). 


$4,840 
$5,031 
$5,198 
$5,866 


Optional cash payments by participants totalled 
approximately $15,077,000 in 1979 and 
$13,409,000 in 1978. Based on its estimates of 
future shareholder participation, AEP feels that the 
proposed additional 5,000,000 shares of common 
stock, together with the remaining shares already 
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authorized, is necessary to meet its anticipated 
requirements and provide a sufficient margin to 
meet unexpected contingencies, such as an 
extraordinary increase in participation in the Plan or 
extraordinary decrease in the market price of the 
common stock. 


AEP requests an exemption from the competitive 
bidding requirements of Rule 50 pursuant to Rule 
50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transaction, exclusive of Agent 
fees estimated at $300,000, are estimated at 
$100,750, including printing expenses of $40,000, 
legal fees of $5,000 and accountant's fees of $5,000. 
It is stated that no federal or state commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IF FURTHER GIVEN that any interested 
person may, not later than April 29, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
application-declaration, as amended by said post- 
effective amendment, which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant 
at the above-stated address, and proof of service (by 
affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 
amended by said post-effective amendment or as it 
may be further amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21508/April 2, 1980 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT CORPORATION 

COLUMBIA GAS SYSTEM SERVICE CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA, 
LTD. 

Wilmington, Delaware 


COLUMBIA GAS TRANSMISSION CORPORATION 
Charleston, West Virginia 


COLUMBIA GAS OF OHIO, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
Columbus, Ohio 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA COAL GASIFICATION CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 

Ashland, Kentucky 


(70-6389) 


SUPPLEMENTAL ORDER AUTHORIZING 
INTRASYSTEM PREPAYMENT OF PROMISSORY 
NOTES 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, and its wholly-owned 
subsidiary companies listed above, have filed with 
this Commission a post-effective amendment to the 
application-declaration in this proceeding pursuant 
to Sections 6(a), 6(b), 9, 10, and 12(b) of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rules 42(b(2) and 45 promulgated thereunder as 
applicable to the following transaction. 


During the winter heating season Columbia’s 
distribution subsidiary companies generate 
substantial amounts of cash in excess of current 
requirements. During the same period, however, the 
transmission subsidiary companies generate less 
amounts of cash and have generally larger 
construction expenditures, requiring Columbia to 
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advance funds to such subsidiary companies. In 
recent years, the Commission has authorized open 
account advances by Columbia to subsidiary 
companies and certain related transactions which 
are designed to alleviate this situation. 


By order dated December 31, 1979 (HCAR No. 
21373) the Commission authorized the subsidiary 
companies listed below to prepay from time to time 
prior to the end of 1980, with excess cash, in 
aggregate amounts not to exceed the amounts set 
forth below, a portion of their outstanding 
installment promissory notes (“Notes”) held by 
Columbia. The following amounts represent the 
estimated aggregate maximum excess funds that 
such companies are expected to accumulate at any 
one time during the year 1980. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION . $5,000,000 
COLUMBIA GAS TRANSMISSION CORPORATION 270,000,000 
COLUMBIA GAS OF PENNSYLVANIA, INC 55,000,000 
COLUMBIA GAS OF NEW YORK, INC................ 7,500,000 
COLUMBIA GAS OF MARYLAND, INC. .............. 4,000,000 
COLUMBIA GAS OF KENTUCKY, INC. ............. 12,000,000 
COLUMBIA GAS OF VIRGINIA, INC. ................ 5,000,000 
COLUMBIA GAS OF WEST VIRGINIA, INC. ......... 20,000,000 
COLUMBIA GAS OF OHIO, INC. ................. 125,000,000 
COLUMBIA GULF TRANSMISSION COMPANY .... 100,000,000 
COLUMBIA HYDROCARBON CORPORATION ........ 3,158,000 
THE INLAND GAS COMPANY, INC.................. 4,500,000 
COLUMBIA LNG CORPORATION 104,000,000 
COLUMBIA GAS DEVELOPMENT CORPORATION ...20,000,000 
COLUMBIA COAL GASIFICATION CORPORATION ... 4,000,000 

$739,158,000 


The Notes (“Indebtedness”) prepaid by the 
individual companies are those bearing the highest 
interest rate or rates outstanding at the time of each 
prepayment. Interest on such Indebtedness ceases 
upon prepayment and recommences upon 
reissuance. As any of such companies require funds 
for construction and other corporate purposes after 
prepayment, advances are made to them on open 
account by Columbia, provided that at no time does 
the amount of such advances to any subsidiary 
exceed the amount of Indebtedness theretofore 
prepaid by it, less any current maturities applicable 
to Notes which have matured subsequent to the date 
of prepayment. 


It is requested that Columbia Gas of Virginia, Inc.'s 
(“Columbia of Virginia”) authorization to prepay its 
Notes be increased to $6,500,000, an increase of 
$1,500,000. This increase is requested because a 
revised cash flow forecast indicates Columbia of 
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Virginia will generate additional cash temporarily in 
excess of its current requirements. 


The fees, commissions and expenses to be incurred 
by Columbia and its subsidiaries in connection with 
the proposed transaction are estimated at $2,250. 


In all other respects the proposed transaction 
remains the same. The State Corporation 
Commission of Virginia has authorized Columbia 
Gas of Virginia to make such increased 
prepayments. No other state or federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21509/April 2, 1980 


In the Matter of 

ALLEGHENY POWER SYSTEM, INC. 

320 Park Avenue 

New York, New York 10022 

(70-6413) 

NOTICE OF PROPOSAL TO ISSUE AND SELL 
COMMON STOCK PURSUANT TO DIVIDEND 
REINVESTMENT PLAN AND TAX REDUCTION ACT 
STOCK OWNERSHIP PLAN 
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NOTICE IS HEREBY GIVEN that Allegheny Power 
System, Inc. (“Allegheny”), a registered holding 
company, has filed an application-declaration with 
this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(a) and 7 of the Act and Rule 50 
promulgated thereunder as applicable to the 
proposed transactions. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


Allegheny proposes to issue and sell from time to 
time up to 2,000,000 shares of its authorized but 
unissued common stock, par value $2.50 per share, 
pursuant to its Dividend Reinvestment and Stock 
Purchase Plan (“Dividend Plan”) and its Tax 
Reduction Act Stock Ownership Plan (“TRASOP’”). 
By an order dated August 5, 1977 the Commission 
authorized Allegheny to issue up to 1,000,000 
shares under these plans, and as of January 15, 
1980, 443,705 shares had been issued pursuant to 
the Dividend Plan and 392,680 pursuant to the 
TRASOP. 


The Dividend Plan allows all holders of record of 
Allegheny common stock, ona voluntary basis to: (a) 
invest cash dividends automatically, on each 
quarterly dividend payment date in additional 
common stock and/or (b) make optional cash 
purchases of not less than $50 nor more than $5,000 
per quarter of additional common stock, provided 
that in each quarter the maximum aggregate 
amount of additional common stock to be made 
available for purchase should not exceed the 
number of shares which have been offered to, but 
not purchased by, the holders of shares of common 
stock with cash dividends. In each case the price of 
the additional common stock will be equal to the 
average of the daily high and low market prices of 
Allegheny common stock for the 10 trading days 
prior to the dividend payment date. All costs and 
charges of participation in the Dividend Plan are 
paid by Allegheny. A shareholder may withdraw from 
the Dividend Reinvestment part of the Dividend Plan 
at any time by giving appropriate written notice, and 
such withdrawal will have no effect on such 
shareholder's right to continue to make optional 
cash purchases. Allegheny reserves the right to 
direct the administrator of the Dividend Plan to 
purchase shares in the open market, subject to any 
applicable regulatory requirements, with funds 
provided from participants’ cash dividends and 
optional cash payments. In such event the price of 
any such shares to the participant will be the average 
cost of the shares excluding any related brokerage 
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fees or commissions, which will be paid by 
Aliegheny. In the event optional cash payments 
exceed the number of shares available for optional 
cash purchases the available shares will be allotted 
among those who have made optional cash 
payments, in proportion to the amount of their 
optional cash payments, and any excess cash 
remaining will be refunded to participants without 
interest. Allegheny reserves the right to amend, 
suspend, modify or terminate the Dividend Plan at 
any time, and upon such termination or upon 
withdrawal from the Dividend Plan by any 
shareholder, certificates for whole shares in the 
participant's account will be issued to the 
participant and a cash payment will be made for any 
fraction of a share. 


Allegheny proposes to issue the additional common 
stock to a trust created for the benefit of qualified 
employees of all system companies pursuant to the 
requirements of the Tax Reduction Act of 1975, as 
amended by the Tax Reform Act of 1976. The value 
of shares of additional common stock issued to the 
trust currently equals 10% of the prior year's 
investment tax credit and will be funded (estimated 
to be $2.3 million for 1979) by the amount by which 
Allegheny’s income taxes are reduced as a result of 
the additional 1% investment tax credit available to 
Allegheny pursuant to the Internal Revenue Code. 
The number of shares of additional common stock to 
which each qualified employee shall be entitled will 
be computed in proportion to the compensation of 
each of them (maximum $100,000 a year) to the 
total compensation of all such qualified employees 
in that year and the price of the shares will be equal 
to the daily average of the closing prices for the 20 
business days preceding the day the stock is issued 
to the trust. All costs of administration of the 
TRASOP, in excess of those allowed by the Tax 
Reduction Act to be paid from contributions to the 
trust will be paid by Allegheny. 


The proceeds from the issuance of the additional 
common stock under the Dividend Plan and the tax 
savings which will be realized as a result of the 
TRASOP, the total amount of which cannot be 
determined, will be added to Allegheny’s general 
funds and are expected to be used to carry on its 
business as an electric utility holding company 
including the pre-payment, or payment at maturity 
of short-term debt then outstanding, and to acquire 
common stock and make capital contributions to 
and other investments in Allegheny system 
companies. On January 15, 1980 APS had $26.6 
million of short-term debt outstanding and it is 
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expected that on May 31, 1980, $40 million of short- 
term debt will be outstanding. 


A statement of the fees, commissions and expenses 
to be incurred in connection with the proposed 
transactions will be filed by amendment. The 
Maryland Public Service Commission has 
jurisdiction over the proposed transactions and the 
TRASOP has been qualified by the Internal Revenue 
Service. It is stated that no other state or federal 
regulatory authority, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 28, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by the 
filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21510/April 2, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6204/April 2, 1980 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21511/April 3, 1980 


In the Matter of 


MISSISSIPP! POWER COMPANY 
Gulfport, Mississippi 


(70-6411) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Mississippi Power Company (‘Mississippi’), an 
electric utility subsidiary of The Southern Company, 
a registered holding company, has filed an 
application-declaration and amendments thereto 
with this Commission pursuant to Sectins 6(a) and 7 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 50 promulgated thereunder as 
applicable to the following transaction. 


Mississippi proposes to issue up to $25,000,000 
aggregate principal amount of its first mortgage 
bonds (“Bonds”). The new Bonds will have a term of 
not less than five years nor more than 30 years and 
will be sold at competitive bidding for a price to 
Mississippi of not less than 98% nor more than 101- 
3/4% of the principal amount thereof, plus accrued 
interest. The new Bonds will be issued under the 
Indenture dated as of September 1, 1941, between 
Mississippi and Morgan Guaranty Trust Company of 
New York, as Trustee, as heretofore supplemented 
by various indentures supplemental thereto and as 
to be further supplemented by a Supplemental 
Indenture to be dated as of April 1, 1980. 


It is stated that it is difficult to determine, under 
present bond market conditions, whether it would be 
more advantageous to Mississippi to sell new Bonds 
having a 30-year or some shorter maturity, and that it 
is in the public interest for Mississippi to be afforded 
the necessary flexibility to adjust its financing 
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program to developments in the markets for long- 
term debt securities when and as they occur in order 
to obtain the best possible price, interest rate and 
maturity for the new Bonds. Mississippi intends, 
therefore, to decide on the maturity of the new Bonds 
after the date of public invitation for proposals and 
then notify prospective bidders by telephone, 
confirmed in writing, of its decision, not less than 72 
hours prior to the time of the bidding. The terms of 
the new Bonds will include a provision that no Bond 
shall be redeemed for any purpose prior to April 1, 
1985, if such redemption is for the purpose of or in 
anticipation of refunding such Bond through the 
use, directly or indirectly, of borrowed funds at an 
effective cost to Mississippi (computed in 
accordance with generally accepted financial 
principles) of less than the effective interest cost to 
Mississippi of the Bonds. 


Mississippi proposes to use the proceeds from the 
sale of the new Bonds, along with other funds, to 
finance its business as an electric utility company, 
including the payment of costs incurred in its on- 
going construction program, estimated in 1980 to 
total $67,748,000, and the discharge of other 
general corporate obligations. 


The fees, commissions and expenses to be incurred 
in connection with the proposed transaction are 
estimated to total $144,000, including printing costs 
of $40,000, legal fees of $30,500, accountant’s fees 
of $21,000, trustee’s charges of $18,000, rating fees 
of $12,500, services of Southern Company Services, 
Inc. of $7,000, and miscellaneous expenses of 
$2,400. In addition, the fee of counsel for the 
successful bidders is estimated at $18,000, and is to 
be paid by the successful bidders. No state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application- 


declaration has been given in the manner 
prescribed in Rule 23 promulgated under the Act 
(HCAR No. 21422), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
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provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 561/April 1, 1980 


The Securities and Exchange Commission has 
issued an order under the Trust Indenture Act of 
1939 (the “Act’”) on the application of Elizabethtown 
Water Company that the trusteeship of Citibank, 
N.A., under four indentures, three which were 
heretofore qualified under the Act and one which 
was not qualified under the Act is not so likely to 
involve a material conflict of interest as to make it 
necessary to disqualify Citibank from acting as 
trustee under any of the aforementioned indentures. 








INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11107/March 28, 1980 


In the Matter of 


FIDELITY FUND, PURITAN FUND 

FIDELITY TREND FUND, SALEM FUND 
FIDELITY EQUITY-INCOME FUND 
CONTRAFUND, CONGRESS STREET FUND 
MAGELLAN FUND, FIDELITY DESTINY FUND 
FIDELITY CORPORATE BOND FUND 
FIDELITY DAILY INCOME TRUST 
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FIDELITY THRIFT TRUST 

FIDELITY LIMITED TERM MUNICIPALS 
FIDELITY MUNICIPAL BOND FUND 
FIDELITY AGGRESSIVE INCOME FUND 
FIDELITY HIGH YIELD MUNICIPALS 
FIDELITY ASSET INVESTMENT TRUST 
FIDELITY MONEY MARKET TRUST 

FIDELITY GOVERNMENT SECURITIES FUND 
FIDELITY CASH RESERVES 

FIDELITY TAX-EXEMPT MONEY MARKET TRUST 
FIDELITY TRIAD FUND 

82 Devonshire Street 

Boston, Massachusetts 02109 


(812-4565) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a)(19) OF THE ACT AND PURSUANT TO 
SECTION 10(f) OF THE ACT FOR AN ORDER 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 10(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that Fidelity Fund, 
Puritan Fund, Fidelity Trend Fund, Salem Fund, 
Fidelity Equity-Income Fund, Contrafund, Congress 
Street Fund, Magellan Fund, Fidelity Destiny Fund, 
Fidelity Corporate Bond Fund, Fidelity Daily Income 
Trust, Fidelity Thrift Trust, Fidelity Limited Term 
Municipals, Fidelity Municipal Bond Fund, Fidelity 
Aggressive Income Fund, Fidelity High Yield 
Municipals, Fidelity Asset Investment Trust, Fidelity 
Money Market Trust, Fidelity Government Securities 
Fund, Fidelity Cash Reserves, Fidelity Tax-Exempt 
Money Market Trust and Fidelity Triad Fund 
(“Applicants”), each an open-end investment 
company registered under the Investment Company 
Act of 1940 (“Act”), filed an application on 
November 9, 1979, and amendments thereto on 
January 21, 1980, and February 29, 1980, pursuant 
to Section 6(c) of the Act, for an order of the 
Commission declaring that Bertram H. Witham, Jr., 
a director, trustee or general partner of Applicants, 
shall not be deemed to be an interested person of 
Applicants within the meaning of Section 2(a)(19) of 
the Act solely by reason of his status as a consultant 
to Merrill Lynch International Incorporated (‘‘MLI”) 
and, pursuant to Section 10(f) of the Act, for an order 
exempting certain transactions of Applicants from 
the provisions of Section 10(f) of the Act so as to 
permit Applicants to purchase securities in public 
offerings in which Merrill Lynch, Pierce, Fenner & 
Smith, Inc., which may be deemed to be an affiliated 
person of Mr. Witham, participates as a principal 
underwriter. All interested persons are referred to 
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the application on file with the Commission for a 
statement of the representations made therein, 
which are summarized below. 


Applicants represent that Mr. Witham presently 
serves as either a director, trustee or general 
partner, as the case may be, of each of the 
Applicants, each of which has entered into an 
Advisory and Service Contract with Fidelity 
Management and Research Company. Applicants 
further state that Mr. Witham proposes to become a 
consultant to MLI, a holding and management 
company all of whose stock is held by Merrill Lynch & 
Co. (“Merrill Lynch”). Merrill Lynch further holds all 
the stock of Merrill Lynch, Pierce, Fenner & Smith, 
Inc. (“Broker”), a broker-dealer registered with the 
Commission under the Securities Exchange Act of 
1934. According to the application, MLI owns 
through MLI subsidiaries, 95% of the stock of Merrill 
Lynch International Bank (“Bank”) whose activities 
are currently primarily making loans to non-U.S. 
borrowers, accepting interbank and_ individual 
deposits and trading in foreign exchange, in addition 
to managing both foreign and domestic syndicated 
loans, and underwritten offers of floating rate notes 
of off-shore companies, the majority of which are 
Japanese banks. Applicants further state that the 
Bank intends to engage in transactions traditional 
for merchant banks in London where its principal 
office is located. Although most of the Bank’s 
business activities are outside of the United States, 
Applicants state that the Bank also has a 
representative office in New York. Applicants further 
state that MLI owns the stock of all of the corporate 
partners of Merrill Lynch International & Co. C.V. 
(“International”), a Netherlands Antilles Limited 
Partnership, which is an off-shore broker-dealer that 
distributes new issues of Eurodollar bonds to non- 
U.S. purchasers and trades seasoned Eurodollar 
issues. 


Section 2(a)(19)(A)(v) and (B)(v) of the Act define 
an “interested person” of an investment company, 
an investment adviser of an investment company, or 
a principal underwriter for an investment company 
to include any broker or dealer registered under the 
1934 Act or any affiliated person of such broker or 
dealer. 


Section 10(f) of the Act further provides, in pertinent 
part, that no registered investment company shall 
knowingly purchase or acquire, during the existence 
of any underwriting or selling syndicate, any security 
a principal underwriter of which is an officer, 
director, investment adviser or employee of such 
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investment company, or is a person of which any 
such officer, director, investment adviser or 
employee is an affiliated person. Rule 10f-3, adopted 
by the Commission pursuant to rule-making 
authority granted by Section 10(f) of the Act, permits 
certain conditional underwriting transactions 
prohibited by Section 10(f) of the Act, none of which 
are asserted by Applicants to be applicable to 
existing or future purchases of securities between 
Applicants and the Broker. 


An “affiliated person” under Section 2(a)(3) of the 
Act includes any person directly or indirectly 
controlled, controlled by or under common control 
with such other person. Section 2(a)(9) of the Act 
provides that “control” means the power to exercise 
a controlling influence over the management or 
policies of a company, unless the power is solely the 
result of an official position with such company. 


The application states that, while there is a statutory 
presumption in Section 2(a)(9) of the Act that a 
natural person is not a control person, that 
presumption may be rebutted by evidence and upon 
a contrary determination made by a Commission 
order an employee of one subsidiary may be 
determined to be under common control with 
another subsidiary. Assuming that Mr. Witham, in 
his status as consultant to MLI, could be termed an 
employee of MLI, Mr. Witham would be deemed an 
affiliated person of an affiliated person of the Broker 
by virtue of the Broker and MLI being under the 
common control of Merrill Lynch. Under such an 
interpretation, Mr. Witham could also be deemed to 
be an interested person of Applicants and of their 
investment adviser and principal underwriter within 
the meaning of Section 2(a)(19)A)(v) and (B)(v) of 
the Act. Mr. Witham could further be considered an 
affiliated person of the Broker for purposes of 
determining the applicability of the prohibitions 
contained in Section 10(f) of the Act. The application 
states that, while the Applicants do not necessary 
agree with such an interpretation, they have deemed 
it advisable to clarify the status of Mr. Witham by 
requesting the Commission to exercise its 
exemptive authority under Section 6(c) and Section 
10(f) of the Act. 


In support of the relief requested, Applicants assert 
that Mr. Witham’s consulting services for MLI would 
be performed pursuant to a consulting contract 
pursuant to which Mr. Witham will be an 
independent contractor rather than an employee 
since, among other things, he will not be entitled to 
participate in any plan providing pension, profit 
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sharing or other benefits to the employees of MLI or 
its affiliates. Applicants further assert that Mr. 
Witham’s duties under the proposed consulting 
contract will consist of consulting with MLI regarding 
international financing and the financial 
management of MLI as a company, with initial 
emphasis on the development of more efficient 
financial reporting and control systems and the 
coordination of MLI’s financial operations with those 
of the Broker, and will not affect the domestic 
activities of MLI, the Broker or the Bank. While these 
consulting responsibilities may require that Mr. 
Witham consult with employees and directors of the 
Broker itself, Applicants contemplate that any such 
consultations would be for the purpose of assisting 
in the foregoing activities and not with respect to 
either the brokerage or the investment banking 
business of the Broker, and that Mr. Witham would 
not otherwise be involved with the Broker. 


Applicants further represent that under the 
proposed consulting contract, neither Merrill Lynch, 
MLI, International, the Bank or the Broker will have 
the right to control the specific way in which Mr. 
Witham’s consulting services are to be performed. 
According to the application, the proposed 
consulting contract provides that Mr. Witham’s work 
thereunder may be performed to the extent 
reasonably possible in places and time convenient 
to Mr. Witham, and that such work would not 
ordinarily require more than 25 hours per month of 
his time. The proposed consulting contract further 
provides that in consideration for his services MLI 
will pay Mr. Witham a substantial retainer and 
provide Mr. Witham with office space and part-time 
secretarial assistance, if he wishes, and that the 
proposed consulting contract will be automatically 
renewable each year but is subject to termination 
upon 30 days’ prior written notice by either MLI or 
Mr. Witham. 


On the basis of the foregoing, Applicants submit that 
Mr. Witham should not be considered an employee 
of MLI, and thus possibly an affiliated person of the 
Broker for purposes of determining the 
appropriateness of granting exemptive relief from 
the provisions of Section 2(a)(19) and Section 10(f) 
of the Act. 


Applicants represent that none of the Applicants 
invest in the normal course of their investment 
activities in the securities distributed or traded inthe 
active market by International, nor in the floating 
rate notes of off-shore companies placed by the 
Bank. Applicants further state that even if one or 
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more of the Applicants desired to purchase these 
types of securities there are sufficient alternate 
sources for such securities so that Applicants would 
suffer no loss of investment freedom by reason of 
being unable to transact business with International 
or the Bank. Moreover, each Applicant has 
specifically undertaken in the application not to 
transact any business with MLI, International or with 
the Bank. Applicants further represent that no 
material business relationship exists between Mr. 
Witham and the Broker. Moreover, the Applicants 
allege that even though they expect to engage in 
transactions with the Broker, since Mr. Witham’s 
consulting activities will be solely those of a 
consultant to MLI for purposes of financial 
management, no potential for conflict of interest on 
Mr. Witham’s part will be created. Finally, according 
to the application, each Applicant desires Mr. 
Witham to be a member of its Board of Directors or 
Board of Trustees or to be a Managing General 
Partner, as the case may be, because he is a person 
of recognized integrity, judgment, independence 
and competence in the business world and has 
proven himself in the past to be a truly disinterested 
director, trustee or managing general partner, asthe 
case may be. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission, by order upon application, 
may conditionally or unconditionally exempt any 
person, security or transaction or any class or 
classes of persons, securities or transactions from 
any provision of the Act or of any rule or regulation 
under the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Section 10(f) of the Act further provides that the 
Commission by rules or regulations upon its own 
motion, or by order upon application may 
conditionally or unconditionally, exempt any 
transaction or classes of transactions from the 
restrictions contained therein to the extent such 
exemption is consistent with the protection of 
investors. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 22, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as tothe nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
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he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed; Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11108/March 28, 1980 


In the Matter of 


INA CAPITAL BOND TRUST 
Three Parkway 
Philadelphia, Pennsylvania 19101 


(811-2760) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that INA Capital Bond 
Trust (“Applicant”), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, 
diversified management investment company, filed 
an application on February 29, 1980, pursuant to 
Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All 
interested persons are referred to the application on 
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file with the Commission for a statement of the 
representations contained therein which are 
summarized below. 


The Applicant is atrust organized and existing under 
the laws of the Commonwealth of Pennsylvania. On 
August 16, 1977, the Applicant registered under the 
Act by filing its Notification of Registration on Form 
N-8A and, on the same date, it filed Registration 
Statements under the Act on Form N-8B-1 and 
under the Securities Act of 1933 on Form S-5. 
Applicant's Registration Statement on Form S-5 was 
ordered effective on January 31, 1978. Thereafter, 
the Applicant made a continuous offering of its units 
until September 28, 1979. 


The application indicates that on September 28, 
1979, both unitholders of the Applicant redeemed 
all of their units of beneficial interest. Thus, 
Applicant has no outstanding securities or security 
holders. In addition, Applicant disposed of all of its 
portfolio securities in connection with the 
redemption of their units by both unitholders. 


On November 19, 1979, the Board of Trustees of 
Applicant authorized the filing of the present 
application, payment of the outstanding debts and 
liabilities of the Applicant, and distribution of any 
remaining assets after such payment ratably among 
the holders of the outstanding units of the Applicant 
as of September 27, 1979. Upon completion of the 
foregoing, Applicant shall terminate and the right, 
title and interest of all trustees in the assets of the 
Applicant shall be cancelled and discharged. 


The application states that Applicant has retained 
assets of less than $7,000.00 to cover miscellaneous 
expenses connected with its liquidation. Such assets 
consist entirely of cash and receivables based on 
expense reimbursement provisions under the 
investment management agreement between 
Applicant and INA Capital Management 
Corporation, Applicant’s investment adviser. The 
outstanding debt and liabilities of the Applicant 
consist entirely of accrued expenses for professional 
fees and fees and expenses for the Applicant's 
Trustees which have not yet been paid or which are 
expected to be incurred in the course of the 
liquidation of the Applicant. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order, and upon the effectiveness of such order, the 
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registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 22, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11109/March 28, 1980 


In the Matter of 

GOLDEN GATE INCOME SECURITIES, INC. 
44 Montgomery Street, 21st Floor 

San Francisco, Caifornia 94104 


(811-2427) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT APPLICANT HAS CEASED TO BE 
AN INVESTMENT COMPANY 
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NOTICE IS HEREBY GIVEN that Golden Gate Income 
Securities, Inc. (“Applicant”), registered under the 
Investment Company Act of 1940 (“Act”) as a 
closed-end, diversified management investment 
company, filed an application on February 11, 1980, 
pursuant to Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein which are 
summarized below. 


Applicant was incorporated under the laws of the 
State of Maryland on October 17, 1973. It registered 
under the Act on October 19, 1973, and onthe same 
date it filed a registration statement under the 
Securities Act of 1933 (“1933 Act’) covering 
2,400,000 shares of Common Stock. Such 
registration statement under the 1933 Act has not 
become effective nor has any public offering 
commenced. Thus, Applicant has no assets, 
outstanding securities or shareholders. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 
it shall so declare by order, and upon the 
effectiveness of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 22, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
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and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11110/March 31, 1980 


In the Matter of 


AMERICAN VARIABLE ANNUITY LIFE 
ASSURANCE COMPANY 


AND 


AMERICAN VARIABLE ANNUITY LIFE 
ASSURANCE COMPANY SEPARATE 
ACCOUNTS D, E AND F 

440 Lincoln Street 

Worcester, Massachusetts 01605 


(812-4641) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11 OF THE ACT APPROVING CERTAIN OFFERS OF 
EXCHANGE AND PURSUANT TO SECTION 6(c) OF 
THE ACT FOR EXEMPTION FROM THE PROVISIONS 
OF SECTIONS 26(a) AND 27(c)(2) OF THE ACT 


NOTICE IS HEREBY GIVEN THAT American Variable 
Annuity Life Assurance Company (the “Company”) 
and American Variable Annuity Life Assurance 
Company Separate Accounts D, E and F (the 
“Separate Accounts”) as issuers of the Company’s 
individual non-qualified, variable annuity contracts 
funded by the Separate Accounts (the “Contracts”) 
filed an application on March 25, 1980 for an order 
of the Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (the “Act”) 
exempting the Company and the Separate Accounts 
(collectively referred to as “Applicants”) from 
Sections 26(a) and 27(c)(2) of the Act and pursuant 
to Sections 11(a) and 11(c) of the Act approving 
certain offers of exchange. All interested persons are 
referred to the application on file with the 
Commission for a statement of the facts and 
representations contained therein which are 
summarized below. 
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The Company is a stock life insurance company 
organized under the provisions of the Delaware 
Insurance Code in July 1974. It is the successor in 
interest by virtue of merger to the stock life 
insurance company of the same name which was 
incorporated in the State of Arkansas in January 
1967. The Company is a wholly-owned subsidiary of 
State Mutual Life Assurance Company of America 
(“State Mutual”), a mutual life insurance company 
incorporated under the laws of the Commonwealth 
of Massachusetts in 1844. The Company's principal 
operational office is in Worcester, Massachusetts. As 
of December 31, 1979, the Company had total 
assets in excess of $87 million and capital and 
surplus in excess of $4 million. 


The Separate Accounts are separate accounts of the 
Company established by vote of the Board of 
Directors of the Company, pursuant to Section 2933 
of the Delaware Insurance Code, to fund certain of 
the Company's variable annuity contracts. The 
Separate Accounts are registered collectively as a 
unit investment trust under the Act. The assets of 
Separate Account D are invested entirely in shares of 
Colonial Option Income Fund, Inc. (COIF); the assets 
of Separate Account E are invested entirely in shares 
of Colonial Income Fund, Inc. (CIF). Subject to the 
receipt of the requested order and to the 
effectiveness of an amendment to a registration 
statement filed on behalf of the Company and the 
Separate Accounts, the assets of Separate Account F 
will be invested entirely in shares of Colonial High 
Yield Securities, Inc. (CHYS). 


The Company issues a series of individual, single 
payment, deferred, variable annuity contracts 
currently funded through Separate Accounts D and 
E. Net purchase payments, in a minimum amount of 
$10,000, may be allocated to either or both Separate 
Accounts, subject to a minimum of $1,000 allocated 
to each Separate Account to which net purchase 
payments are allocated. Purchase payments under 
the Contracts may be allocated to accumulate in 
either or both Separate Accounts. 


From the single purchase payment the Company 
deducts a charge for sales and administrative 
expenses and for a minimum pre-retirement death 
benefit ranging from a minimum of 2.50% to a 
maximum of 7.75%. A charge is also made for 
applicable state premium taxes, if any. 


COIF, CIF and CHYS (hereinafter known as the 


“Funds”) are registered with the Commission as 
open-end, diversified, management investment 
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companies under the Act. The Funds are managed 
and distributed by Colonial Management 
Associates, Inc. (“Colonial”) which is indirectly a 
wholly-owned subsidiary of State Mutual. Colonial is 
registered with the SEC as an investment adviser 
under the Investment Adviser's Act of 1940 and as a 
broker-dealer under the Securities Exchange Act of 
1934 and is a member of the NASD. Colonial also 
serves as principal underwriter for the Contracts. 


The minimum initial investment in shares of CIF, 
COIF and CHYS is $250 (except for a $25 minimum 
in connection with a Colonial Fundamatic Program 
or a Colonial Retirement Plan). Sales charges on 
purchases of shares of CIF, COIF and CHYS range 
from a minimum of 1.25% toa maximum of 8.50% of 
the offering price. 


Cn December 28, 1978, the Commission issued an 
order (“1978 Order’), to the Company and Separate 
Accounts D and E pursuant to Section 11 of the Act 
approving certain offers of exchange and providing 
an exemption from the provisions of Sections 26(a) 
and 27(c)(2) of the Act, pursuant to Section 6(c) of 
the Act. The 1978 Order approved the transfer of 
accumulated value under the Contracts between 
Separate Accounts D and E prior to the annuity 
commencement date, subject to certain non- 
discriminatory restrictions on transfer imposed by 
the Company, without imposition of any charge for 
sales and administrative expense. 


The 1978 Order also provided an exemption from 
Sections 26(a) and 27(c)(2) of the Act to permit 
State Mutual to serve as custodian of the assets of 
the Separate Accounts. 


In addition to the 1978 Order, on April 16, 1979, the 
Commission issued an order (“1979 Order”) to the 
Company and Separate Accounts D and E pursuant 
to Section 11 of the Act approving an offer of 
exchange to shareholders of CIF and COIF to 
exchange shares of CIF and COIF for a Contract for a 
$50 fee for contract issue and conversion expense 
but with no deduction for sales and administrative 
expenses or the pre-retirement minimum death 
benefit. 


The Company proposes to amend the Contracts to 
permit purchase payments to be allocated to newly 
organized Separate Account F. The assets of 
Separate Account F will be invested as described 
above. 


The Company proposes to operate Separate Account 
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F in an identical manner with Separate Accounts D 
and E, and has requested exemptions similar to 
those issued to Separate Accounts D and E in the 
1978 and 1979 Orders. 


Section 11 
Transfers Among the Separate Accounts 


The Contracts permit, subject to consent of the 
Company, a Contract owner to transfer, prior to the 
annuity commencement date, all or a portion of the 
accumulated value in one Separate Account to 
another Separate Account without imposition of any 
charge for sales and administrative expense, subject 
to certain non-discriminatory restrictions on the 
amount and timing of such transfer imposed by the 
Company. 


Applicants. state that the purpose of the transfer 
provisions of the Contracts is to provide the Contract 
owners the flexibility to redirect their investments as 
they deem appropriate from time to time. 


Section 11(a) of the Act makes it unlawful for any 
registered open-end investment company to make 
an offer to the holder of a security of such company 
to exchange that security for a security in the same 
or any other investment company on any basis other 
than the net asset value of such securities, unless 
the terms of the offer have been first submitted to 
and approved by the Commission. Section 11(c) of 
the Act provides that, irrespective of the basis of 
exchange, the provisions of Section 11(a) shall be 
applicable to any type of offer of exchange of the 
securities of registered unit investment trusts forthe 
securities of any other investment company. 


Applicants state that the transfer provision of the 
Company's Contracts would permit a transfer of 
accumulated values among Separate Accounts D, E 
and F, all three Separate Accounts being registered 
collectively as a unit investment trust. Thus, the 
transfer would involve an “exchange” from one 
“division” of the unit investment trust to another 
“division” of the same unit investment trust. 
Applicants state that there would be no change in, or 
exchange of, the variable annuity Contract for which 
the Separate Accounts serve as funding vehicles. 
However, in the event Section 11(a) may be 
considered applicable by virtue of Section 11(c), 
Applicants are seeking, to the extent necessary, 
approval of the Commission pursuant to Section 11 
of the Act so that the transfer privilege described 
above may include transfers to and from Separate 
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Account F in addition to the transfers between 
Separate Accounts D and E previously exempted by 
the 1978 Order. All such transfers would be subject 
to the right of the Company to change the non- 
discriminatory restrictions on such transfers 
described above by reducing or increasing the 
minimums and/or time period between transfers. 


Applicants argue that the transfer privilege 
proposed by Applicants can in no way be deemed to 
be inequitable to any such Contract owners. 
Applicants state that the transfer provision is 
undertaken on an entirely no-load basis. The 
transfers will be effected at the current unit values of 
the Separate Accounts as described above which is 
equivalent to an exchange at net asset value per 
share. Neither the Company nor the Separate 
Accounts will receive any charge or load in 
connection with the exercise of the transfer 
provision. Applicants state that current 
prospectuses of the Separate Accounts and the 
Fund requested by the investor will be provided to 
any such Contract owner, as required by law, in 
connection with the exercise of this transfer 
provision. The terms of the Contract will remain the 
same. Applicants assert that extending the transfer 
privilege to include Separate Account F will provide 
Contract owners with an opportunity to transfer 
accumulated values to a Separate Account which 
operates under investment objectives more closely 
aligned to such Contract owner's current financial 
objectives and will provide such Contract owner 
greater flexibility in planning for his or her financial 
future. Applicants further assert that approving such 
exchange privilege is consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Exchange Offer to Fund Shareholders 


Pursuant to the 1979 Order, the Company permits 
shareholders of CIF and COIF to exchange shares of 
such Funds for a Contract. Applicants propose to 
extend this privilege to shareholders of CHYS. 
Applicants state that in such cases purchase 
payments for the Contract will be amounts which 
result from the redemption of shares of a Fund bya 
shareholder who has elected to purchase a Contract. 
The amount of the purchase payment will be the net 
asset value of the Fund shares redeemed for the 
purpose of purchasing a Contract at the time the 
election to purchase is made. The minimum single 
purchase payment in connection with an exchange 
is $5,000. At the time an initial purchase payment 
for a Contract is received by the Company in 
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connection with an exchange for Fund shares, a $50 
fee will be deducted to reimburse the Company for 
Contract issue and conversion expense. Other than 
such fee, no deduction for sales and administrative 
expense or the pre-retirement minimum death 
benefit will be made from the purchase payment. A 
charge will be made for state premium taxes, if 
applicable. 


Applicants state that the proposed exchange would 
occur on the application of the individual, and any 
issued Fund share certificates would be tendered to 
the Fund transfer agent for this purpose. The 
exchange would be on the basis of the net asset 
values of the securities to be exchanged, except for 
the $50 exchange fee and state premium taxes, if 
any, deducted at the time of exchange. Applicants 
assert that the exchange fee is deducted as 
reimbursement for the cost of establishing the 
variable annuity account, for the cost of issuing the 
Contract, and to cover expected expenses which 
result from the exchange of Fund shares for the 
Contracts. The amounts received from the exchange 
fee are not used to pay sales commissions but are 
devoted to costs related to initial administrative and 
conversion expenses. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2) of the Act provide, in 
substance, that a registered unit investment trust or 
issuer of a periodic payment plan certificate and any 
depositor and underwriter for such investment 
company are prohibited from selling periodic 
payment plan certificates unless the proceeds of all 
payments, other than the sales load, are deposited 
with a qualified bank as trustee and are held under 
an indenture or agreement containing the following 
provisions: (1) That the trustee or custodian be a 
bank of a designated size; (2) that the assets be held 
in trust and only certain charges be made against 
them; (3) that the trustee or custodian may only 
resign in a specified fashion; and (4) that certain 
records be kept and notice given to securities 
holders in the event of substitution of the trust’s 
securities. 


Applicants state that the provisions of Sections 26(a) 
and 27(c)(2) were designed to assure performance 
of contractual obligations under periodic payment 
plans, to minimize the opportunities for misuse of 
the assets of unit investment trusts and to prevent 
sponsors from reaping hidden profits. 


Applicants further state that under the provisions of 
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the Delaware Insurance Laws, the Company is not 
permitted to hold itself out as a trustee of the 
property of a Separate Account (and cannot place 
such property in trust in the hands of another). 
However, Internal Revenue Service regulations 
require use of a custodian for the purpose of 
establishing certain tax records which will permit the 
Company to minimize the impact of capital gains 
taxes on the Separate Accounts. Applicants are 
seeking an exemption from Section 26(a) and 
Section 27(c)(2) to the extent necessary to permit 
State Mutual to serve as custodian of the assets of 
Separate Account F, as well as for Separate Accounts 
D and E pursuant to the 1978 Order, on the ground 
that State Mutual’s and the Company’s status as 
regulated insurance companies and the Company’s 
obligations as an insurance company to the Contract 
owners provide substantially the protection 
contemplated by the requirements of Sections 26(a) 
and 27(c)(2). 


Applicants state that Fund shares owned by the 
Separate Account will be held on an open account 
basis and will not be represented by any transferable 
stock certificates. 


The record of the Separate Account will reflect its 
ownership of Fund shares and Fund records will 
reflect Separate Account ownership as indicated 
above. The records of the Fund and of the Separate 
Account will be cross-verified to insure accuracy. 
The Company will perform all accounting functions 
relating to the Separate Accounts. The accounting 
systems for the Separate Accounts will incorporate 
internal controls existing in the Company’s 
Accounting Department, and will be subject to audit 
by the Internal Auditing Department of the Company 
and a firm of independent accountants. Applicants 
assert that under the foregoing circumstances, the 
danger against which Sections 26(a) and 27(c)(2) 
are directed are not present. 


The Applicants consent to this requested exemption 
being made subject to the conditions (a) that 
deductions under the Contracts for administrative 
services shall not exceed such reasonable amount 
as the Commission shall prescribe, the Commission 
reserving jurisdiction for such purpose, and (b) that 
the payment of sums and charges out of the assets of 
the Separate Accounts shall not be deemed to be 
exempted from regulation by the Commission by 
reason of the requested order: provided, the 
Applicants’ consent to this condition shall not be 
deemed to be a concession to the Commission of 
authority to regulate the payment of sums and 
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charges out of such assets other than charges for 
administrative services, and the Applicants reserve 
the right in any proceeding before the Commission 
or in any suit or action in any court to assert that the 
Commission has no authority to regulate the 
payment of such other sums and charges. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 28, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application, accompanied by a 
statement of the nature of his or her interest, the 
reasons for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he or she 
may request that he or she be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed to: George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney at law, by certificate) shall be filed con- 
temporaneously with the request. An order 
disposing of the matter will be issued as of course 
following April 28, 1980, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11111/April 1, 1980 


In the Matter of 


MUTUAL INVESTING FOUNDATION 
and 

HERITAGE SECURITIES, INC. 

One Nationwide Plaza 

Columbus, Ohio 43216 


(812-4549) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM 
SECTION 22(d) OF THE ACT AND RULES 2a-4 AND 
22c-1 UNDER THE ACT AND PURSUANT TO 
SECTION 11(a) OF THE ACT APPROVING CERTAIN 
PROPOSED EXCHANGES 


Mutual Investing Foundation (“Mutual”), registered 
under the Investment Company Act of 1940 
(“Act”) as a diversified, open-end, management 
investment company, and Heritage Securities, Inc. 
(“Heritage”), Mutual’s principal underwriter and 
investment adviser, filed an application on October 
5, 1979, and amendments thereto on February 8, 
February 19, and March 10, 1980: (1) pursuant to 
Section 6(c) of the Act, for an order exempting 
certain transactions from the provisions of Section 
22(d) of the Act and exempting Mutual from Rules 
2a-4 and 22c-1 underthe Act to permit it to calculate 
the price per share of one of its classes of shares, the 
MIF/Nationwide Money Market Fund (“Money 
Market Fund”), to the nearest one cent on a share 
value of one dollar, and (2) pursuant to Section 11(a) 
of the Act approving certain proposed exchanges. 


On March 7, 1980, a notice was issued (Investment 
Company Act Release No. 11073) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that 
the proposed exchange of shares and the granting of 
the requested exemptions are appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


; € IT |S ORDERED, pursuant to Section 11(a) of the Act, 
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that the proposed exchange offers be, and hereby 
are, approved. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the requested exemption from the 
provisions of Section 22(d) of the Act be, and hereby 
is, granted, effective forthwith. 


IT |S FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the requested exemption from the 
provisions of Rules 2a-4 and 22c-1 under the Act be, 
and hereby is, granted effective forthwith, subject to 
the following conditions: 


(1) The Board of Trustees of Mutual has undertaken 
as a particular responsibility within the overall duty 
of care owed to the shareholders to assure to the 
extent reasonably practicable, taking into account 
current market conditions affecting the investment 
objectives of Money Market Fund, that the price per 
share in Money Market Fund as computed for the 
purpose of distribution, redemption and 
repurchase, rounded to the nearest one cent, will not 
deviate from $1.00; 


(2) Money Market Fund will maintain a dollar- 
weighted average portfolio maturity appropriate to 
its objective of maintaining a stable price per share, 
and will not (i) purchase an instrument with a 
remaining maturity of greater than one year, or (ii) 
maintain a dollar-weighted average portfolio 
maturity in excess of 120 days; and 


(3) Money Market Fund’s purchase of portfolio 
instruments, including repurchase agreements, will 
be limited to those United States dollar denominated 
instruments which the Board of Trustees of Mutual 
determines present minimal credit risks, and which 
are of high quality as determined by any major rating 
service or, in the case of any instrument that is not 
rated, of comparable quality as determined by Board 
of Trustees of Mutual. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11112/April 2, 1980 


In the Matter of 


COPENHAGEN HANDELSBANK 
c/o John W. Erickson, Esq. 
289 Park Avenue 

New York, New York 10017 


(812-4603) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANT FROM ALL PROVISIONS 
OF THE ACT 


Copenhagen Handelsbank (“Applicant”) filed an 
application on January 25, 1980, and an 
amendment thereto on February 8, 1980, for an 
order of the Commission pursuant to Section 6(c) of 
the Investment Company Act of 1940 (“Act”) 
exempting Applicant from all provisions of the Act. 


On March 7, 1980, a notice was issued (Investment 
Company Act Release No. 11075) of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and on the basis of 
the representations inthe application as amended, it 
is found that the granting of the requested 
exemption is appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from. all 
provisions of the Act be, and hereby is, granted, 
effective forthwith, subject to the condition of 
Applicant’s compliance with the following 
undertakings to which Applicant has consented: 


(1) That Applicant will ensure that the commercial 
paper dealer through whom its commercial paper 
will be offered to the public will provide each offeree 
who has indicated an interest in Applicant's 
securities, and prior to any sale of the commercial 
paper to such offeree, with (i) a memorandum 
describing the business of Applicant, (ii) the most 
recent publicly available fiscal year-end balance 
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sheet and income statement of Applicant, and (iii) 
the most recent publicly available unaudited interim 
financial statements of Applicant. The 
aforementioned financial statements will be 
accompanied by a brief paragraph highlighting the 
differences between Danish accounting principles 
and generally accepted accounting principles 
employed by United States companies, and such 
memoranda will be at least as comprehensive as 
those customarily used in commercial paper 
offerings in the United States and will be updated 
periodically to reflect material changes in 
Applicant’s financial status. 


(2) That any future offerings of Applicant’s securities 
in the United States will be done on the basis of 
disclosure documents at least as comprehensive as 
those used in the proposed offering. Such disclosure 
documents will be provided to each offeree who has 
indicated an interest in the securities then being 
offered by Applicant, prior to any sale of such 
securities to such offeree, except that in the case of 
an offering made pursuant to a registration 
statement under the Securities Act of 1933, such 
disclosure documents will be provided to such 
persons and in such manner as may be required by 
the 1933 Act and the rules and regulations 
thereunder. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11114/April 3, 1980 


SEE 


SECURITIES ACT OF 1933 
Release No. 6205/April 3, 1980 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11115/April 3, 1980 


In the Matter of 


FEDERATED CONVERTIBLE INCOME 
SECURITIES, INC. 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


(811-2947) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE INVESTMENT COMPANY ACT 
OF 1940 FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Federated 
Convertible Income Securities, Inc. (“Applicant”), 
registered under the Investment Company Act of 
1940 (‘Act’) as an open-end, diversified 
management investment company, filed an 
application on February 25, 1980, pursuant to 
Section &(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant, a Maryland corporation, registered under 
the Act on August 13, 1979, and onor about that date 
it also filed a registration statement (File No. 2- 
65243) on Form N-1 under the Securities Act of 
1933 covering 100,000 shares of its common stock 
in connection with a proposed public offering of its 
shares. This registration statement did not become 
effective, and will be withdrawn pursuant to 
Applicant’s request dated March 26, 1980. Thus, 
Applicant has never engaged in a public offering of 
shares o7 its common stock. 


The application states that Applicant does not have 
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any assets, or debts or other liabilities currently 
outstanding, and that it is not a party to any litigation 
or administrative proceeding. The application 
further states that Applicant is presently an inactive 
corporation under Maryland law, and is not engaged 
in and does not propose to engage in any business 
activities other than those necessary for the winding- 
up of its affairs. Finally, Applicant states that it has 
not within the last eighteen months transferred any 
of its assets to a separate trust the beneficiaries of 
which were or are affiliated persons of its sole 
shareholder, Federated Asset Management 
Corporation. 


Section 8(f) of the Act provides, in pertinent part, 
that whenever the Commission, on its own motion or 
upon application, finds that a registered investment 
company has ceased to be an investment company, 
it shall so declare by order, and upon the 
effectiveness of such order the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 28, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof 
of such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission's own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11116/April 3, 1980 


In the Matter of 


PAINE, WEBBER MUNICIPAL BOND FUND, 
FIRST SERIES 

PAINE, WEBBER MUNICIPAL BOND FUND, 
SECOND SERIES 

PAINE, WEBBER MUNICIPAL BOND FUND, 
THIRD SERIES 

THE MUNICIPAL BOND FUND, SERIES 1 
THROUGH SERIES 43 

THE MUNICIPAL BOND TRUST, SERIES 44 
AND SUBSEQUENT SERIES 

THE MUNICIPAL BOND TRUST, MULTI-STATE 
PROGRAM, SERIES 1 AND SUBSEQUENT SERIES 

THE MUNICIPAL BOND TRUST, MULTIPLE 
MATURITY SERIES 1 AND SUBSEQUENT SERIES 

THE MUNICIPAL BOND TRUST, PUERTO RICO 
SERIES 1 AND SUBSEQUENT SERIES 


AND 


THE CORPORATE BOND TRUST, SERIES 1 
AND SUBSEQUENT SERIES 


c/o Paine, Webber, Jackson & Curtis Incorporated 
1221 Avenue of the Americas 
New York, New York 10020 


(812-4558) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS’ REINVESTMENT PLAN 
FROM THE PROVISIONS OF SECTION 22(d) OF THE 
ACT 


NOTICE IS HEREBY GIVEN that Paine, Webber 
Municipal Bond Fund, First Series, Paine, Webber 
Municipal Bond Fund, Second Series, and Paine, 
Webber Municipal Bond Fund, Third Series (Paine, 
Webber Series”), The Municipal Bond Fund, Series 1 
through Series 43 and The Municipal Bond Trust, 
Series 44 and subsequent series (“National Series”), 
The Municipal Bond Trust, Multi-State Program, 
Series 1 and subsequent series (“Multi-State 
Series”), The Municipal Bond Trust, Multiple 
Maturity Series 1 and subsequent series (“Multiple 
Maturity Series”), The Municipal Bond Trust, Puerto 
Rico Series 1 and subsequent series (“Puerto Rico 
Series”) and The Corporate Bond Trust, Series 1 and 
subsequent series (“Corporate Series”) (collectively 
referred to as the “Trusts” or “Applicants”), filed an 
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application on October 29, 1979, and amendments 
thereto on February 29 and March 17, 1980, 
pursuant to Section 6(c) of the Investment Company 
Act of 1940 (“Act”), for an order of the Commission 
exempting Applicants from the provisions of Section 
22(d) of the Act to permit Applicants to offer a 
reinvestment plan pursuant to which holders of units 
of the Trusts may elect to have distributions with 
respect to their units reinvested in units of future 
series of their respective Trusts, or in existing series 
of the Trusts, without imposition of a sales charge. 


All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


According to the application, each Paine, Webber 
Series and each National Series is registered under 
the Act and is a separate unit investment trust 
created under the laws of the State of New York by a 
separate trust indenture and agreement (“Trust 
Agreement”) among Paine, Webber, Jackson & 
Curtis Incorporated as sponsor (“Sponsor”), United 
States Trust Company of New York as trustee 
(“Trustee”), and Standard & Poor’s Corporation as 
evaluator (“Evaluator”). Applicants state that the 
investment objectives of each of the Paine, Webber 
Series and each National Series are federally tax 
exempt income and conservation of capital through 
investment in a fixed portfolio of interest-bearing 
municipal bonds. In addition, Applicants state that 
each Multi-State Series consists of two or more 
separate unit investment trusts created under the 
laws of the State of New York by a separate Trust 
Agreement among the Sponsor, the Trustee and the 
Evaluator. Applicants represent that the portfolios of 
the Multi-State Series contain interest-bearing 
municipal bonds issued by governmental entities 
located within the state for which each Trust is 
named and that the investment objectives of each 
Trust constituting a Multi-State Series are 
conservation of capital and interest income that is 
exempt from federal, state and local income taxation 
for residents of the states for which such Trust is 
named. Applicants state that units representing 
fractional undivided interests in the portfolio of each 
Paine, Webber Series, National Series and Multi- 
State Series are registered with the Commission 
pursuant to the Securities Act of 1933. 


Applicants state that the Puerto Rico Series and the 
Multiple Maturity Series are not currently in 
existence. Applicants represent, however, that they 
anticipate those Trusts will be organized and 
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registered under the Act. Applicants state that the 
portfolio of each Puerto Rico Series is expected to 
consist solely of interest-bearing municipal 
obligations issued by governmental entities located 
within the Commonwealth of Puerto Rico and that 
the investment objectives of each Puerto Rico Series 
will be conservation of capital and interest income 
exempt from federal, state and local income 
taxation. Applicants also represent that each 
Multiple Maturity Series will consist of two separate 
unit investment trusts. Applicants state that the 
portfolio of one trust will contain interest-bearing 
municipal obligations with long-term maturities 
which are not less than fifteen years and that the 
portfolio of the second trust will contain municipal 
obligations with intermediate-term maturities which 
will not exceed fifteen years. 


According to the application, each Corporate Series 
consists of a separate unit investment trust created 
under the laws of the State of Massachusetts by a 
separate Trust Agreement among the Sponsor, the 
Trustee and Interactive Data Corporation as 
evaluator. Applicants state that the portfolio of each 
Corporate Series contains primarily bonds, 
debentures, notes and other debt securities issued 
by corporations and that a limited portion of the 
portfolios may, under certain circumstances, 
contain long-term obligations issued or guaranteed 
by the United States of America or agencies or 
instrumentalities thereof or corporate obligations 
which have been privately placed. Applicants 
represent that the investment objective of each 
Corporate Series is to provide interest income 
consistent with the preservation of capital and that 
units representing fractional undivided interests in 
the portfolios of existing Corporate Series are 
registered with the Commission pursuant to the 
Securities Act of 1933. 


Applicants state that purchasers of units of each 
Trust (“Certificateholders”) will receive interest and 
principal distributions representing their 
proportionate share of interest and principal 
received in the respective Trusts net of expenses 
and amounts required to meet redemptions of units. 
Applicants represent that such distributions will be 
made on a monthly, quarterly or semi-annual basis 
(on the fifteenth day of the month in which the 
distribution occurs) depending on the plan of 
distribution selected by the Certificateholder 
(except for the Paine, Webber Series, which only 
make semi-annual distributions). Applicants also 
state that, while the Sponsor is not obligated to doso, 
it is the Sponsor’s present intention to maintain a 
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market for units of each Trust and continuously to 
offer to purchase such units at prices in excess of the 
redemption prices as described in the prospectus of 
each respective Trust. 


According to the application, the Sponsor intends to 
offer Certificateholders of existing and future series 
of the Trusts an opportunity to participate in a 
reinvestment plan (‘Plan’). Under the Plan 
Certificateholders may elect to reinvest interest and 
principal distributions with respect to their units in 
fractional units of corresponding new Trusts of the 
Paine, Webber Series, The National Series, The 
Multi-State Series, The Multiple Maturity Series, The 
Puerto Rico Series, or The Corporate Series 
(“Reinvestment Series”), as well as in fractional 
units of corresponding existing series of the Trusts 
(“Secondary Units’). Fractional units in a 
Reinvestment Series or Secondary Units acquired by 
the Sponsor for the accounts of participants in the 
Plan are herein referred to as the reinvestment units 
(“Reinvestment Units”). 


Applicants state that the Sponsor proposes to offer 
Reinvestment Units in denominations of hundredths 
of a unit to Certificateholders participating in the 
Plan at a price equal to the aggregate offering price 
of the bonds in the portfolio of the Reinvestment 
Series (or, in the case of Secondary Units, the 
existing series of the Trust) divided by the product of 
100 times the number of units outstanding plus 
accrued interest (the “Aggregate Offering Price’). 
Consequently, Applicants state that each 
Reinvestment Unit will havea price of approximately 
$10. 


Applicants represent that each Reinvestment Series 
will be a unit investment trust similar to the existing 
Trusts except that the Reinvestment Series will be 
comprised of units to be offered to the general public 
as well as Reinvestment Units. Applicants state that 
if (1) the Sponsor decides it is inadvisable to offer a 
Reinvestment Series at any time when such Series is 
to be offered under the Plan or (2) the Reinvestment 
Series, in the opinion of the Sponsor, materially 
differs from its corresponding Trust, then 
distributions will be reinvested in Secondary Units 
which have been purchased in the secondary 
market by the Sponsor. In such case, Applicants 
state that fractional undivided interests in the 
Secondary Units will be offered as Reinvestment 
Units. Applicants state that the use of the Secondary 
Units is intended only as an alternative to be used 
when adverse market situations develop, such as a 
subsantial change in interest rates or a decline in 


SEC DOCKET/1145 





demand for units of the Trusts and, accordingly, that 
the Sponsor anticipates that the use of Secondary 
Units will rarely occur. Applicants represent that 
Reinvestment Units will be purchased by the Trustee 
from the Sponsor for the accounts of the participants 
in the Plan. Applicants also represent that when 
Secondary Units are offered as Reinvestment Units, 
such units, which were acquired by the Sponsor at 
the then current offering price plus accrued interest, 
will be units purchased by the Sponsor as market 
maker and not units remaining unsold from the 
original distribution. In addition, Applicants state 
that the series of the Trusts represented by such 
Secondary Units will have an anticipated remaining 
maturity of at least ten years and that the obligations 
in the portfolio of the series so used will include only 
bonds of investment grade security ratings, that is, 
“BBB” or better by Standard & Poor’s Corporation or 
“Baa” or better by Moody’s Investors Service, Inc. 
Applicants further represent that the Sponsor will 
maintain a secondary market inthe Secondary Units 
involved so that the prospectus distributed in 
connection with them will be current. 


Under the Plan, the Trustee will hold for each 
participating Certificateholder’s account 
distributions of interest and principal, if any, made 
with respect to units and will purchase Reinvestment 
Units and, to the extent necessary, fractions thereof, 
from the Sponsor at the Aggregate Offering Price 
during the last fifteen days (“Transportation Date”) 
in each January, April, July and October 
(“Transaction Months”). Applicants state that such 
distributions will be held by the Trustee in accounts 
which are non- interest bearing tothe participant and 
that such moneys will be segregated by separate 
recordation on the trust ledger of the Trustee so long 
as such practice preserves a valid preference under 
applicable law. Applicants state that, if such 
preference is not so preserved, the Trustee will 
handle such moneys in a manner which constitutes 
the segregation and holding thereof in trust within 
the meaning of the Act. Applicants represent that the 
maximum period during which the Trustee will hold 
such distributions for the participating 
Certificateholder’s account is three months. 
Applicants also represent that, if the distributions 
were held by the Trustee in interest bearing 
accounts, the Trustee would charge a fee higher 
than the fee described in the application. Applicants 
state that, to the extent permitted by the Trust 
Agreement and applicable banking regulations, the 
distributions held by the Trustee in non-interest 
bearing accounts are available for use by the Trustee 
pursuant to normal banking procedures. 
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According to the application, a Certificateholder 
may join the Plan when he invests in units of any 
series of the Trust, or at any time thereafter, by 
delivering an authorization form to the Trustee. 


Similarly, Applicants state that a Certificateholder 
may withdraw from the Plan at any time by notifying 
the Trustee. Applicants state that, unless written 
notification of withdrawal is given to the Trustee at 
least five days prior to the first day of the Transaction 
Month, a Certificateholder who has elected to 
participate in the Plan will be deemed to have 
elected to participate in the particular transaction 
effected in that Transaction Month and that his 
withdrawal would become effective for the next 
succeeding distribution after the end of that 
Transaction Month. Applicants represent that if, in 
the opinion of the Sponsor, any Reinvestment Series 
should differ materially from the corresponding 
prior Trusts, the authorization will be treated as void 
for that Reinvestment Series and the distributions 
will be reinvested in Secondary Units which will not 
differ materially from the corresponding prior 
Trusts. According to the application, the Sponsor 
anticipates that a material change that would result 
in avoided authorization would include facts such as 
(1) the inclusion of bonds in the portfolio of the 
Reinvestment Series the interest income on which 
was not in the opinion of counsel to the issuer 
exempt from all federal income tax; or (2) the 
inclusion of bonds in the portfolio of a Reinvestment 
Series which were not rated “BBB” or better by 
Standard & Poor’s Corporation or “Baa” or better by 
Moody’s Investors Service, Inc. In this regard, 
Applicants represent that there is no assurance that 
the quality and diversification of the bonds in the 
portfolio of any Reinvestment Series or the 
estimated current return thereon will be similar to 
that of existing series. 


Applicants state that when a Certificateholder 
indicates that he will participate in the Plan, the 
Trustee will open an account for the participant and 
the participant will receive a confirmation of the 
opening of such account. Applicants represent that, 
thereafter, whenever a transaction takes place in a 
participant’s account, he will receive a confirmation 
statement giving complete details of the transaction. 
Applicants also state that a final prospectus relating 
to the Reinvestment Units will be mailed within four 
business days following the Transaction Date or, if 
such day is not a business day for the Trustee, within 
four business days following the first such business 
day thereafter, to each participant along with a 
confirmation which will indicate to each participant 
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that Reinvestment Units have been purchased on 
his behalf. Applicants state that such transaction will 
become final unless the participant notifies the 
Trustee within twelve days from the date of the 
confirmation that he does not wish to participate in 
that transaction. In such case, Applicants state that 
the Sponsor will rescind the transaction, take back 
the Reinvestment Units purchased for the 
participant’s account, and remit moneys to the 
participant in an amount equal to the amount paid 
for the Reinvestment Units. Applicants further state 
that a participant also will have the option to 
withdraw from the Plan entirely by notifying the 
Trustee. To aid a participant who might desire to 
withdraw either from the Plan or from a particular 
transaction, Applicants state that a toll-free 
telephone number will be established for 
participants to use for notification of withdrawal. 


According to the application, the Trustee will charge 
each account under the Plan a quarterly fee of 1% of 
the amount reinvested in such quarter to a 
maximum fee of $2.50 per quarter. Applicants 
represent that such fee is based on the costs 
incurred by the Trustee in administering the Plan 
and shall be payable quarterly on the Transaction 
Date. Applicants state that the maximum fee may be 
increased by the Trustee without the approval of the 
participants by amounts not exceeding 
proportionate increases in consumer prices for 
services aS measured by the United States 
Department of Labor’s Consumer Price Index 
entitled “All Services Less Rent,” or if such index is 
no longer published, then by a similar index. 
Applicants also assert that such a provisions for fee 
increases is common and has rarely been used in 
the past. Applicants represent that the Trustee’s fee 
will be the only charge to the participants under the 
Plan. 


Applicants state that the Sponsor intends to 
maintain a market for Reinvestment Units and 
continuously to offer to purchase Reinvestment 
Units at prices based upon the aggregate offering 
prices of the underlying bonds plus accrued interest. 
Applicants also state that the Sponsor may 
discontinue such purchases at any time. In that 
event, Applicants represent that the Sponsor may 
nonetheless purchase Reinvestment Units ata price 
based on the current redemption price of those 
units. Applicants further represent that, if the 
Sponsor repurchases Reinvestment Units in the 
second market at prices below the aggregate 
offering prices of bonds in the appropriate series, 
then it will not resell those Reinvestment Units inthe 
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secondary market or pursuant to the Plan, but will 
hold them for eventual tender to the Trustee for 
redemption. Applicants state that, if the Sponsor 
does not maintain a market for Reinvestment Units, 
then a participant desiring to dispose of his 
Reinvestment Units may be able to do so only by 
tendering such Reinvestment Units to the Trustee 
for redemption at the redemption price, which is 
based upon the aggregate bid prices of the 
underlying bonds. Applicants state that the 
aggregate bid prices of the underlying bonds may be 
expected to be less than the aggregate offering 
prices. Applicants also state that the description of 
the Plan will state that, if a participant wishes to 
dispose of his Reinvestment Units, he should inquire 
with the Sponsor concerning the current market 
price prior to making a tender for redemption to the 
Trustee. 


Applicants represent that the Trustee is required to 
notify the Sponsor of the tender of any Reinvestment 
Units (or fractions thereof) for redemption. 
Applicants state that so long as the Sponsor is 
maintaining a bid in the second market at a price in 
excess of the redemption price, the Sponsor will 
purchase any Reinvestment Units (or fractions 
thereof) tendered to the Trustee for redemption at 
the then current market price, which in no event will 
be less than the redemption price on the date of 
tender, by making payment to the Certificateholder 
not later than the day on which such Reinvestment 
Units would otherwise have been redeemed by the 
Trustee. Applicants also state that the Sponsor may 
tender Reinvestment Units (or fractions thereof) to 
the Trustee for redemption provided that the 
Sponsor shall not receive a greater amount on such 
redemption than the then applicable redemption 
price plus accrued interest. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company shall sell any 
redeemable security issued by it except either to or 
through a principal underwriter for distribution or at 
a current public offering price described in the 
prospectus, and, if such class of security is being 
currently offered to the public by or through an 
underwriter, no principal underwriter of such 
security and no dealer shall sell any such security to 
any person except a dealer, a principal underwriter 
or the issuer, except at a current public offering price 
described in the prospectus. 


Section 6(c) of the Act provides, in pertinent part, 
that the Commission may, upon application, 
conditionally or unconditionally exempt any person, 
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security, or transaction, or any class or classes of 
persons, securities, or transactions, from any 
provision or provisions of the Act or of any rule or 
regulation thereunder, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Applicants request 
an order, pursuant to Section 6(c) of the Act, 
exempting them from the provisions of Section 
22(d) of the Act to the extent necessary to permit the 
sale of Reinvestment Units under the Plan without 
imposition of a sales charge. 


In support of the requested exemption, Applicants 
assert that the sales charge on units of the Trusts, 
which presently is 4% of the net amount invested, is 
primarily attributable to the efforts to make a 
customer aware of the Sponsor's investment 
product and to ascertain the customer’s financial 
requirements and suitability for such investment. 
Applicants maintain, however, that with regard tothe 
reinvestment of distributions from the Trusts, the 
customer is already aware of the investment product 
and his financial requirements have been 
determined and that, accordingly, little or no 
additional sales effort is necessary. Consequently, 
Applicants assert that the sales cost attendant tothe 
purchase of Reinvestment Units is substantially less 
than the sales cost related to the initial purchase of 
units of the Trusts. Applicants state that the Sponsor 
believes that Certificateholders participating in the 
Plan should receive the benefit of the lower sales 
cost to the Sponsor through reinvestment of 
distributions in Reinvestment Units without 
payment of a sales charge. Applicants state that the 
increased costs relating to the implementation of the 
Plan resulting from additional recordkeeping and 
other administrative functions for which the Trustee 
will be responsible will be borne directly by 
participants in the Plan in the form of the quarterly 
charge payable to the Trustee. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than April 28, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
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upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 716/March 28, 1980 


Admin. Proc. File No. 3-5492 

In the Matter of 

POTOMAC INVESTMENT ADVISERS, LTD. 
7900 West Park Drive 

McLean, Virginia 


(801-8969) 


WILLARD JOHN MILLER 
JOHN SCOTT MILLER 


OPINION OF THE COMMISSION 

INVESTMENT ADVISER PROCEEDINGS 

Grounds for Remedial Sanctions 

Misappropriation of Clients’ Funds 

Failure to Comply with Recordkeeping 


Requirements 


Where registered investment adviser and_ its 
president misappropriated clients’ funds and, 
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together with firm’s vice president, failed to comply 
with recordkeeping requirements, held, in public 
interest to revoke registrant’s investment adviser 
registration and bar president and vice president 
from association with any investment adviser, with 
the proviso that, after six months, vice president 
could apply for permission to become so associated 
in a non-supervisory capacity, upon an appropriate 
showing of adequate supervision. 


APPEARANCES: 


Thomas A. Rothwell and Randy K. Dix, of Rothwell, 
Cappello & Berndtson, for respondents. 


Paul F. Leonard, John R. Kiefner, Jr. and Lynda L. 
Cole, for the Commission’s Division of Enforcement. 


Potomac Investment Advisors, Ltd. (“registrant”), a 
registered investment adviser, Willard John Miller 
(“W. Miller’), its president and principal 
stockholder,! and John Scott Miller (J. Miller’), W. 
Miller's son and registrant’s vice president and 
secretary, appeal from the adverse decision of an 
administrative law judge. The law judge found that 
registrant and W. Miller violated antifraud 
provisions? and, together with J. Miller, failed to 
comply with recordkeeping requirements.? He also 
found that respondents had been enjoined from 
violating those provisions. The law judge concluded 
that registrant’s investment adviser registration 
should be revoked, that W. Miller should be barred 
from association with any investment adviser, and 
that J. Miller should also be barred from any such 
association with the proviso that, after six months, he 
could apply for permission to become so associated 
in a non-supervisory capacity, upon a showing of 
proper supervision. 





1W. Miller owns about 50% of registrant’s stock. 


Sections 206(1), (2) and (4) of the Investment 
Advisers Act and Rule 206(4)-2 thereunder, and 
Section 10(b) of the Securities Exchange Act and 
Rule 10b-5 thereunder. 


3Section 204 of the Advisers Act and Rule 204-2 
thereunder. 
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Respondents do not challenge the law judge's 
findings with respect to their violations and the 
injunction entered against them. Those findings 
may be summarized as follows. 


A. Violations of Antifraud Provisions 


During the period from May 1974 to April 1978, W. 
Miller converted clients’ funds to his own use. In 
addition, he imprope 'y used certain clients’ funds 
for the benefit of others. The pertinent facts are as 
follows. 


Registrant had about 140 clients, most of whom had 
given it discretionary authority to effect securities 
transactions for their accounts. Funds obtained from 
clients for investment purposes were deposited ina 
single bank account, the “Potomac Investment 
Advisors, Ltd. Special Account.” When registrant 
bought securities for clients, it used funds in the 
Special Account to pay for them. When it sold clients’ 
securities, the proceeds were deposited in the 
Special Account. 


Registrant's client ledger showed that, as of March 
31, 1978, some 90 clients had credit balances 
aggregating $199,530. However, an examination 
conducted by our staff disclosed that the credit 
balance in the Special Account as of that date was 
only $15,793. The discrepancy was due to the fact 
that more than 40 accounts had debit balances 
totaling almost $184,000. And almost $135,000 of 
that amount was owed by “Wilmil & Co.” and “Willard 
J. Miller,” accounts which were used by W. Miller for 
his personal trading. The debit balances in those two 
accounts were the result of W. Miller’s 
misappropriation of funds from the Special Account 
to cover losses on his personal securities 
transactions. The remaining debit balances of about 
$49,000 in the accounts of some 40 clients resulted 
from payments which registrant made to or for these 
clients in amounts exceeding their cash balances, 
using the funds of other clients in the Special 
Account. 


Beginning in May 1974, W. Miller used clients’ funds 
to effect personal transactions in the Wilmil account. 
When transactions in that account produced profits, 
W. Miller withdrew them. In an effort to conceal these 
profits, he employed an elaborate scheme involving 
his son’s friend, Miss L. The scheme operated as 
follows. The proceeds of a profitable sale by Wilmil 
were deposited in the Special Account, and a check 
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for the same amount was issued to Miss L. Miss L 
would then issue two personal checks, one to 
registrant for the cost of the securities and the other 
to W. Miller for the profit realized on the sale. 
Between December 1975 and August 1977, W. 
Miller “siphoned off” profits of more than $44,000. 


Around September 1977, J. Miller finally protested 
against the continued involvement of Miss L “in what 
he recognized to be an illegal practice,” and his 
father stopped using her as a conduit for the 
withdrawal of profits. In November 1977, W. Miller 
opened an account in his own name in which he 
again used clients’ funds to effect personal 
securities transactions. Apparently, profits from 
transactions in this account were also withdrawn. 


In addition to the misconduct set forth above, 
registrant and W. Miller failed to comply with certain 
specific requirements imposed on_ investment 
advisers having custody of clients’ funds.* Contrary 
to those requirements, the Special Account in which 
such funds were deposited was not maintained in 
registrant's name as agent or trustee, and clients’ 
funds were commingled with those of persons who 
were not clients. In addition, the required quarterly 





‘Section 206(4) of the Advisers Act and Rule 206(4)- 
2 thereunder. 


°S.E.C. v. Potomac Investment Advisors, Ltd., et al., 
Civil Action File No. 78-300-A. Respondents 
consented to the injunction without admitting or 
denying the charges against them. 


Respondents assert that registrant’s records show a 
reduction in the debit balance of the Willard J. Miller 
account prior to our staff's examination. However, 
that account had a history of fluctuating debit 
balances. On March 31, 1978, just prior to the 
examination, the debit balance in the account 
reached an all-time high of $23,364. While the 
balance dropped to $15,818 on April 10, it rose 
again to $18,989 on April 12. On April 17, the day of 
the examination, the debit balance dropped sharply 
to $10,432. 


“It is undisputed that the loans in question were not 
actually made until after our staff's visit on April 17. 
The promissory notes securing the loans are dated 
April 22, 1978. 
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statements to clients showing the amount of their 
funds in registrant’s custody falsely indicated that 
those funds were on hand. 


B. Recordkeeping Violations 


J. Miller's chief function was to maintain registrant’s 
records. Registrant, W. Miller and J. Miller failed to 
comply with recordkeeping requirements as follows. 


The firm’s general ledger was not currently posted. 
Order memoranda were destroyed after receipt of 
the confirmations from the executing broker. 
Registrant did not maintain required records with 
respect to accounts in which it had custody or 
possession of clients’ funds or securities. And no 
record was maintained reflecting required 
information with respect to W. Miller's personal 
transactions. 


C. The Injunction 


On May 10, 1978, in an action brought by this 
Commission on the basis of allegations substantially 
the same as those in this case, the United States 
District Court for the Eastern District of Virginia 
permanently enjoined registrant and W. Miller from 
violating antifraud provisions of the securities acts 
and, together with J. Miller, the recordkeeping 
provisions of the Investment Advisers Act.® 


Respondents argue that the sanctions which the 
administrative law judge imposed are too severe. 
They point out that registrant is no longer in 
business. In addition, they assert, among other 
things, that the Millers have suffered substantial 
losses and that, since they made full restitution, no 
client has been injured. 


While it is true that no client suffered a loss, it is clear 
that, as found by the administrative law judge, “the 
restitution that was made occurred only after [W.] 
Miller was caught red-handed” by our staff.© W. 
Miller now claims that, prior to the staff's 
examination, he had already made arrangements to 
secure the necessary loans to repay the funds he had 
taken.’ However, the record does not support that 
claim. W. Miller himself admitted that he contacted 
the lenders only after our staff began its 
examination. His son corroborated that admission. 
J. Miller testified that, when our staff discovered the 
deficit in the Wilmil account, it became clear to his 
father and him that “[it] had to be made good,” and 
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they attempted to borrow the money they needed 
from relatives and friends.® 


W. Miller further asserts that, although registrant 
advanced funds from the Special Account to certain 
clients in excess of their credit balances, these 
clients had securities “under [registrant’s] control” 
which were worth far more than the advances made 
to them. He therefore argues that the advances did 
not jeopardize the cash positions of other clients. 
The record does not clearly establish the validity of 
this claim. In any event, no protection was provided 
against the losses resulting from W. Miller’s 
misappropriation of clients’ funds for his own use, 
which accounted for the bulk of the shortages in the 
Special Account. 


W. Miller also asserts that, after the examination by 
our staff, he cooperated fully and disclosed all of his 
misconduct. However, he did not advise our staff of 
the scheme he employed to withdraw profits from 
the Wilmil account through Miss L. He testified that 
he did not make this disclosure because he wanted 
to protect Miss L. However, as the law judge pointed 





8Respondents assert that the sanctions which the 
law judge imposed on the Millers would seriously 
impair their ability to repay these loans. While we 
have no wish to see the lenders suffer losses, we 
must nevertheless give paramount consideration to 
the protection of advisory clients from future harm at 
respondents’ hands. 


%See International Research & Management Corp., 
Investment Advisers Act Release No. 617 (March 6, 
1978), 14 SEC Docket 410, 414, aff'd without 
opinion, 588 F.2d 821 (C.A. 3, 1978); Benjamin Levy 
Securities, Inc., Securities Exchange Act Release 
No. 14368 (January 12, 1978), 13 SEC Docket 1348, 
1349. 


10See S.E.C. v. Capital Gains Research Bureau, Inc., 
375 U.S. 180, 191-192 (1963); Rosenfeld v. Black, 
445 F.2d 1337, 1342-1344 (C.A. 2, 1971); Joseph P. 
D’Angelo, Investment Advisers Act Release No. 562 
(December 16, 1976), 11 SEC Docket 1263, 1264, 
aff'd without opinion, 559 F.2d 1202 (C.A. 2, 1977). 


‘See Arthur Lipper Corporation v. S.E.C., 547 F.2d 
171, 184 (C.A. 2, 1976), cert. denied, 434 U.S. 1009: 
“The purpose of such severe sanctions must be to 
demonstrate not only to petitioners but to others that 
the Commission will deal harshly with egregious 
cases.” 
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out, his concern “is strangely at odds with his use of 
Miss L in his scheme over an extended period.” W. 
Miller further asserted that registrant's books 
recorded all of the transactions in the Wilmil 
account, including “the mechanism involving [Miss 
L].” but those records do not show that W. Miller 
received profits through Miss L. In fact, he admitted 
that Miss L was used as aconduit because he did not 
want his name on registrant’s records in the event 
they were examined. 


The violations by registrant and W. Miller could 
hardly be more serious. The various factors they 
raise, which we have fully considered, afford no 
basis for leniency. There can be no justification for 
the deliberate misappropriation of clients’ funds. 
Moreover, the misconduct at issue was not an 
isolated indiscretion. Rather, itencompassed a large 
number of clients over an extended period of time. 
The fact that clients were ultimately repaid does little 
to alleviate our concern about these respondents’ 
fitness for the advisory business,? particularly since 
restitution was made only after respondents’ 
misconduct was discovered. An investment adviser 
is a fiduciary whose actions must be governed by the 
highest standards of conduct.’° It is apparent that 
the actions of registrant and W. Miller reflect a 
callous disregard for those standards. Although we 
recognize the serious effect of the sanctions which 
the law judge imposed, we are convinced that lesser 
remedies will not suffice. We do not seek to punish 
these respondents but, in light of their egregious 
misconduct, we must protect clients from future 
harm at their hands. 


Finally, when we deal with the public interest 
requirements in a particular case, we must also 
weigh the effect of our decision on the welfare of 
advisory clients as a class and on standards of 
conduct in the securities business generally. If these 
proceedings are to be truly remedial, they must have 
a deterrent effect not only on the respondents before 
us, but also on others who may be tempted to engage 
in similar misconduct.!! 


Under all the circumstances, we are convinced that 
the public interest requires the revocation of 
registrant’s investment adviser registration, and a 
bar of W. Miller from association with any investment 
adviser. 


As noted above, J. Miller was only involved in 
recordkeeping violations. He asserts that these 
violations did not involve any breach of fiduciary 
duty. But he was admittedly aware of his father’s 
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misappropriation of clients’ funds. Yet he prepared 
the quarterly statements sent to clients which falsely 
indicated that their funds were in registrant's 
custody. His actions were patently inconsistent with 
the fiduciary obligation borne by those in the 
advisory business. Under the circumstances, we are 
unable to conclude that any reduction is warranted 
in the lesser sanction imposed on him by the 
administrative law judge. 


An appropriate order will issue. 


By the Commission (Chairman WILLIAMS and Com- 
missioners LOOMIS, EVANS and POLLACK). 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 716/March 28, 1980 


Admin. Proc. File No. 3-5492 
In the Matter of 


POTOMAC INVESTMENT ADVISORS, LTD. 
7900 West Park Drive 

McLean, Virginia 

(801-8969) 


WILLARD JOHN MILLER 
JOHN SCOTT MILLER 


ORDER IMPOSING REMEDIAL SANCTIONS 


On the basis of the Commission's opinion issued this 
day, it is 


ORDERED that the registration of Potomac 
Investment Advisors, Ltd. as an investment adviser 
be, and it hereby is, revoked; and it is further 


ORDERED that Willard John Miller and John Scott 
Miller be, and they hereby are, barred from 
association with any investment adviser with the 
proviso that, after six months, John Scott Miller may 
apply to the Commission for permission to become 
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so associated in a non-supervisory position, upon an 
adequate showing of proper supervision. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 9048/March 31, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
MAXA CORPORATION United States District Court 
for the District of Columbia, Civil Action No. 80-0804 


The Commission announced today that it filed inthe 
United States District Court for the District of 
Columbia a civil injunctive action against Maxa 
Corporation (“Maxa’), 220 East 42nd Street, New 
York, New York 10022. The Commission's 
Complaint alleges violations of the reporting 
provisions of the federal securities laws and seeks a 
Judgment of Permanent Injunction and Other Relief. 


The Complaint alleges that Maxa as part of a 
continuing course of violative conduct, has failed to 
file its Annual Reports on Form 10-K for its fiscal 
years ended October 31, 1979, 1978 and 1977, 
required to have been filed with the Commission by 
January 29, 1980, 1979 and 1978, respectively, and 
its Quarterly Reports on Form 10-Q for each of its 
fiscal quarters ended from July 31, 1977 through 
January 31, 1980. 


The Complaint requests that the Court order Maxato 
file forthwith, with the Commission, its Annual 
Reports on Form 10-K for its fiscal years ended 
October 31, 1979, 1978 and 1977, and its Quarterly 
Reports on Form 10-Q for its fiscal quarters ended 
January 31, 1980, July 31, 1979, April 30, 1979, 
January 31, 1979, July 31, 1978, April 30, 1978, 
January 31, 1978, and July 31, 1977. In addition, the 
Commission requests that the Court enjoin Maxa 
from further violations of the reporting provisions of 
the federal securities laws. 
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Litigation Release No. 9049/April 2, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
LERNER, DAVID, LITTENBERG & SAMUEL, DONALD 
R. McGREGOR, JOEL SILVERMAN, STANLEY 
SILVERMAN, IRWIN SUTTON, JOSEPH MEZRAHI 
AND SOLOMON TAWIL (United States District Court 
for the District of Columbia, Civil Action No. 80- 
0845) 


The Securities and Exchange Commission 
announced today the filing of a Complaint in the 
United States District Court for the District of 
Columbia against the Westfield, New Jersey, patent 
law firm of Lerner, David, Littenberg & Samuel 
(“LDL&S”), Donald R. McGregor (“McGregor”), Joel 
Silverman, Stanley Silverman, Irwin Sutton, Joseph 
Mezrahi (“Mezrahi’) and Solomon Tawil (“Tawil”), 
alleging violations of the antifraud provisions of the 
Securities Exchange Act of 1934 (“Exchange Act”). 
Simultaneous with the filing of the Complaint, the 
Court entered Consent Orders against the 
defendants which, among other things, requirethem 
to comply with the antifraud provisions of the 
Exchange Act. The Court also ordered certain other 
equitable relief, including disgorgement of profits in 
the amount of approximately $91,897 by various 
persons. LDL&S, McGregor, Joel Silverman, Stanley 
Silverman, Irwin Sutton, Mezrahi and Tawil each 
consented to the entry of the Court’s Order without 
admitting or denying the allegations in the 
Commission’s Complaint. 


The Commission’s Complaint alleged that in May 
1977, all of the partners and one associate at LDL&S 
and various members of their families, certain 
persons associated with clients of LDL&S and 
friends of members of LDL&S made substantial 
purchases of Refac Technology Development 
Corporation (“Refac”) common stock while in 


possession of material, non-public information 
concerning the allowance by the U.S. Patent Office of 
certain principal claims in an application for the 
basic patent on the laser, being prosecuted by 
LDL&S under a joint royalty arrangement with Refac 
and the inventor of the laser. The Commission’s 
Complaint also charged that McGregor, Joel 
Silverman, Stanley Silverman, Irwin Sutton, Mezrahi 
and Tawil purchased Refac common stock after 
learning material, non-public information, directly 
or indirectly, from partners or associates of LDL&S. 
All of the transactions discussed in the Complaint 
occurred prior to public dissemination of the 
informatiori relating to the patent application and 
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without disclosure of such information by the 
defendants. 


In addition to the entry of the Court’s Consent Orders 
with respect to further violations, certain equitable 
relief was ordered by the Court. In this regard, 
certain partners and associates of LDL&S and 
certain other persons who purchased Refac 
common stock undertook to make disgorgement of 
approximately $62,812 in profits derived from these 
securities transactions pursuant to Plans of 
Disgorgement which were filed with the Court. 


Further, the other defendants in this action 
undertook as follows to make disgorgement in the 
aggregate amount of approximately $29,085 of 
profits derived from their transactions in the 
common stock of Refac: 


Donald R. McGregor 
Joel Silverman 
Stanley Silverman 
Irwin Sutton 

Joseph Mezrahi 
Solomon Tawil 


In additioin, LDL&S was ordered to comply with its 
undertaking to adopt, implement and maintain 
policies and procedures designed to prevent the use 
or dissemination of any material non-public 
information received by any member or employee of 
LDL&S by virtue of, or during the course of, their 
employment. The Statement of Policy and 
Procedures of LDL&S, which was adopted by LDL&S, 
was filed with the Court. 


The Commission wishes again to emphasize its 
concern with respect to the use of material non- 
public information by partners, associates and 
employees of law firms. The antifraud provisions of 
the federal securities laws, as well as the high ethical 
standards required of those engaged in the practice 
of law, mandate that the confidentiality of non-public 
information be preserved and in particular that such 
information not be used as a basis for trading in 
securities. As the Commission has previously 
stated,! 


“Law firms, like others which have confidential 
information in their possession that may affect 





‘Securities Exchange Act Release No. 13437 (April 
8, 1977). 


SEC DOCKET/1153 





the securities trading markets, have an 
affirmative obligation to safeguard such 
information. 


While. . .no procedures can guarantee that 
individual employees will not take unfair 
advantage of their position, law firms are 
encouraged to establish policies and 
procedures regarding confidential information 
and take steps to ensure that all firm personnel 
are familiar with those policies, including the 
serious Consequences that may result from 
conduct violating such policies.” 


The trading activities involved in this matter were 
referred to the Commission by the National 
Association of Securities Dealers. 





Litigation Release No. 9050/April 2, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
IRVING COHEN, HALAJEN MINERAL DEVELOP- 
MENT CORP., MOUNTAINVIEW ASSOCIATES, 
ALPHA ASSOCIATES, KENTUCKY COAL 
RESOURCES, LTD., WEST HILLS ASSOCIATIONS, 
SUNNYHILLS ASSOCIATES, SEWANEE RIDGE 
ASSOCIATES, AND WEISS ROSENTHAL & 
SCHWARTZMAN, P.C., AS SUCCESSOR TO WEISS 
ROSENTHAL HELLER SCHWARTZMAN & LAZAR, 


Civil Action No. 80-0853 (United States District. 


Court for the District of Columbia) 


The Securities and Exchange Commission today 
announced the filing of a civil injunctive action inthe 
United States District Court for the District of 
Columbia seeking to enjoin Irving Cohen, (“Cohen”), 
a New York promoter of tax shelter investments, 
Halajen Mineral Development Corp. (‘‘Halajen”), a 
company wholly owned by Cohen, and Mountainview 


Associates, Alpha Associates, Kentucky Coal 
Resources, Ltd., West Hills Associates, Sunnyhills 
Associates, and Sewanee Ridge Associates, six coal 
limited partnerships, from further violations of 
Sections 5(a), 5(c) (registration) and 17(a) 
(antifraud) of the Securities Act of 1933 and Section 
10(b) (antifraud) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder. The Commission's 
action also seeks to enjoin Weiss Rosenthal & 
Schwartzman, P.C. (“WRS”), a New York law firm, as 
successor to Weiss Rosenthal Heller Schwartzman & 
Lazar, concerning conduct as counsel to the above- 
named defendants, from violations of the above- 
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enumerated statutory and rule provisions. WRS 
simultaneously with the filing of this action entered 
into an Undertaking and Stipulation to be ordered by 
the Court, as described below. 


The Commission’s complaint alleges a scheme to 
defraud the public from September 1976 to the 
present through the sale of approximately 
$7,925,000 of unregistered securities, i.e., interests 
in the six defendant coal mining limited 
partnerships, Mountainview Associates, Alpha 
Associates, Kentucky Coal Resources, Ltd., West 
Hills Associates, Sunnyhills Associates and 
Sewanee Ridge Associates. Defendant Cohen 
created, managed and controlled these 
partnerships in his capacity as president of 
defendant Halajen, the general partner to all the 
partnerships. Defendants Cohen, Halajen and the 
six coal limited partnerships represented to 
prospective - investors that economic and _ tax 
benefits would accrue to purchasers of partnership 
interests. In fact, little, if any, mining has occurred 
on the partnerships’ properties and the tax benefits 
represented to the purchasers may not have been 
available. 


Specifically, the Commission’s complaint alleges 
that the interests in the partnerships were offered 
and sold to the public by Cohen and Halajen 
principally by means of offering circulars which 
contained material misrepresentations and omitted 
material facts concerning, among other things, 
leasehold interests in the properties (the leases 
and/or subleases with respect to at least two 
partnerships were backdated), the purported tax 
benefits to investors, engineering reports (in certain 
instances reports were of questionable authenticity 
and/or contradictory reports existed for the same 
properties), the experience and background of the 
persons rendering services to or transacting with the 
partnerships, including Alexander Guterma, a 
convicted securities violator, and use of proceeds. 


The Commission’s complaint further alleges that 
WRS primarily prepared five of the six partnership 
offering memoranda which, due, in part, to the firm’s 
failure, among other things, adequately to perform 
its due diligence investigation to ascertain the 
accuracy of certain matters and its failure to disclose 
those and other facts, contained material 
misrepresentations and omitted material facts as 
described above. WRS also rendered the legal 
opinion contained in the offering circulars detailing 
the purported federal income tax consequences of 
the investments made in the partnerships, which 
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Opinions were based on the same false and 
misleading factual assumptions. Without admitting 
or denying the allegations contained in the 
Commission’s complaint, for the purpose of settling 
this matter, defendant WRS has agreed to an 
Undertaking and Stipulation to be ordered by the 
Court in which WRS undertakes that, in the future, in 
acting as counsel with respect to tax shelter private 
offerings, its members, acting in their capacity as 
such, will take reasonable care to assure 
themselves: (1) that any offering circulars they 
prepare contain full and fair disclosure of all 
material facts and risks so that the offering 
document is not materially false and misleading; 
and (2) that any tax opinions they prepare will 
contain full and fair disclosure of all facts which bear 
upon the tax conclusions and that WRS will have a 
reasonable basis for relying upon the disclosed facts 
in issuing such tax opinions. Further, WRS will within 
45 days adopt and maintain procedures to 
implement the above-described undertakings. 


With respect to defendants Cohen, Halajen and the 
six coal limited partnerships, the Commission, in 
addition to seeking injunctive relief, is seeking an 
Order requiring them to send each limited partner a 
report describing the true nature of the transactions 
undertaken by the partnerships and the parties 
involved therein, with an offer of rescission made 
available to each limited partner for a period of sixty 
(60) days from the date of said report. Further, the 
Commission is seeking an Order requiring Cohen 
and Halajen to disgorge any and all illegally gained 
profits or benefits from the offer and sale of the 
limited partnership interests. 





Litigation Release No. 9051/April 3, 1980 


U.S. v. AARON A. KLEINMAN (U.S.D.C., Central 
District of California, CR-80-229) 


Andrea Sheridan Ordin, United States Attorney for 
the Central District of California and Leonard H. 
Rossen, Regional Administrator, Los Angeles 
Regional Office, announced that on March 12, 1980, 
a federal grand jury sitting in Los Angeles, California 
returned a 23-count indictment against Aaron A. 
Kleinman (“Kleinman”), of Downey, California, the 
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principal controlling person of Manus, 
(“Manus”), a registered investment adviser. 


Inc. 


The indictment charges Kleinman with 11 counts of 
mail fraud, 8 counts of fraud by an investment 
adviser, two counts of securities fraud, one count of 
making false statements in an investment adviser 
registration application, and one count of bank 
fraud, arising from his operation of Manus. 


The indictment alleges that between September 
1972 and August 1979, Kleinman purported to sell 
to Manus clients and others Bureau of Indian Affairs 
promissory notes, “special situation” securities, and 
interests in limited partnerships which were to 
purchase specified properties, while not purchasing 
such notes, securities or properties as represented. 
Instead, the indictment alleges, Kleinman used the 
monies to pay pretended earnings and returns to 
other investors, and otherwise diverted and 
misappropriated these funds for his own and Manus’ 
benefit. With regard to the limited partnership 
investments, the indictment alleges that Kleinman 
provided false reports and tax returns on behalf of 
the partnerships. 


In addition, the indictment alleges that Kleinman 
made false statements regarding his educational 
and professional background in Manus’ application 
for registration as an investment adviser. The 
indictment also alleges that Kleinman made false 
statements to a bank in order to obtain a line of credit 
for Manus. 


On August 24, 1979, the Los Angeles Regional Office 
filed a civil injunctive action against Kleinman and 
Manus in the federal court in Los Angeles. 
Defendants Manus and Kleinman consented to 
injunctive relief on August 24, 1979 and January 29, 
1980, respectively. Thereafter, United States 
District Judge William P. Gray entered orders 
permanently enjoining Manus and Kleinman from 
future violations of the antifraud and registration 
provisions of the federal securities laws and 
appointing a receiver for Manus. 


For further information see Litigation Release Nos. 
8887 and 9005. 
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